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American Flag YL ee Trade Routes 


LYKES U.K. LINE— From Tampa, New Or- 
leans. Houston. Galveston and other U. S. 
West Gulf ports to England, Scotland, Ire- 
land and Wales. 


LYKES CONTINENT LINE—From Tampa, 
New Orleans. Houston, Galveston and other 
U.S. West Gulf ports to Continental Europe, 
Scandinavia and the Baltic. 


LYKES MEDITERRANEAN LINE —From U. s. 


Gulf and South Atlantic ports to Italy, Spain, 
Portugal. France, Greece, North Coast of 
Africa and other Mediterranean and Black 
Sea areas, 


LYKES AFRICA LINE—From U. S. Gulf ports 


to South and East Africa. 


LYKES ORIENT LINE—From U.S. Gulf ports to 
The Philippines. Japan, China. Straits Set- 
tlements, Netherlands East Indies and other 
Far Eastern areas. 


LYKES WEST INDIES LINE—From Houston, 
Galveston, Lake Charles and other U.S. West 
Gulf ports to Cuba, Puerto Rico, Dominican 
Republic, Haiti, Aruba. Curacao, Venezuela, 
East Coast of Colombia and Canal Zone. 








LYKES LINES 
and 
GULF PORTS! 


LYKES modern fleet of fast C-type cargo vessels. regu- 
larly scheduled on world-wide trade routes,-provides the 
answer to your export and import shipping needs. Home 
ports of these American flag ships are on the United States 
Gulf—logical exits for products of the Midwest and South 
destined to ports around the globe, and strategic entry points 
for goods arriving from overseas. 

Swift vovages reducing delivery time by whole days. ex- 
pedited loading and unloading of cargoes, generations of 
experience in the export-import shipping field . . . these are 
among the many advantages you gain in making LYKES 
your world trade shipping facility. 

LIMITED PASSENGER ACCOMMODATIONS 


Write for the new folder, “LYKES LINES AND GULF PORTS.” 
Address Lykes Bros. Steamship Co., Inc., Dept E, New Orleans, La. 


LYKES LINES 


Lykes Bros. Steamship Co., Inc. 


Offices at: NEW ORLEANS, HOUSTON, GALVESTON, NEW YORK, 

Baltimore, Beaumont, Chicago, Corpus Christi, Dallas, Gulfport, Kansas City, 

Lake Charles, Memphis, Milwaukee, Mobile, Port Arthur, St. Louis, Tampa, 
Washington, D. C. 
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The future Japan is being planned secretly by the Foreign Of- 
fice in Tokyo. Japanese diplomats have made their own blueprint for 
dealing with Russia and America when treaty-making begins. 

Is democracy in Tokyo to stay? Will the reforms enforced by military 
occupation remain once that occupation ends? World Report has ob- 
tained a copy of a Japanese document that shows clearly how influ- 
ential politicians in Japan feel about such things. On page 18 you will 
find a detailed analysis of the Japanese strategy for regaining a big 
part of the Empire that was stripped away by defeat. The full text of 
the document is in the World Week section, beginning on page 33. 


The man on the cover. All this news about Japan’s own plans for 
the future inspires speculation about the future of an important in- 
dividual—Emperor Hirohito—whose picture is on this week’s cover. Do 
the Japanese people take seriously Allied attempts to “humanize” their 
ruler? Our Tokyo correspondent has been checking up on the public at- 
titude toward the Emperor after two years of peace. A dispatch on 
page 30 shows some surprising things about the campaign to make a 
“man in the street” of Hirohito. 


Private capital from America may play a major part in recovery 
plans for Western Europe. A dispatch on page 10 gives you an esti- 
mate of how much money might go abroad from the United States to 
finance private enterprises. The question for the potential investor is 
one of reasonable safety. How can he afford to risk capital in an un- 
stable world? The same dispatch fills in the details of one idea that is 
getting serious consideration now in Washington and New York. 


Business news, more and more, is becoming world wide in its 
scope. American companies are planning branches abroad. European 
industries and salesmen are eying the American market. New proc- 
esses, whether developed next door or half way around the world, 
now are matters of immediate importance to businessmen everywhere. 

To keep its readers abreast of the fast-moving developments World 
Report introduces a new department on page 24 of this issue. Here, in 
brief paragraphs, are reports on the important happenings of concern 
to businessmen in all lines, everywhere in the world. 


Norway’s plight. As we said recently, the Norwegians are dig- 
ging into their resources to rebuild their merchant fleets. This does not 
mean, however, that the Norwegian Government literally is going into 
debt. Rather than do that, the country is using up its reserves of gold 
and foreign exchange. It is a dramatic race to rebuild shipping fleets 
and get them into service before Norway's financial reserves run out. 
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Mi‘ letters! F M, looked to by all who love radio as the great 
step in advance—the pure, static-free system of transmission 
now being established in America. In the growing list of F M stations, 
one maker’s name stands out. It’s the Federal Telephone and Radio 
Corporation, manufacturing associate of I T & T, located at Clifton, 
New Jersey. 

Federal makes and installs all the equipment a broadcasting com- 
pany needs for a complete F M station, from microphone to radically 
new power-multiplying antennas, all precision-matched for maximum 
efficiency. The outstanding quality and performance of Federal broad- 
cast transmitters reflect the world-wide research and exacting engi- 


neering standards of I T & T. 


INTERNATIONAL TELEPHONE AND TELEGRAPH CORPORATION 
67 Broad Street, New York 4, N.Y. 


Made by | 
Associate of 










IT&T serves 
the world in these eight 
additional ways: 


TELEPHONE OPERATIONS 
I T & T has modernized and ex- 
panded national telephone net- 
works in many countries, and owns 
and operates 7 systems in Latin 
America and Shanghai, China. 


CABLE AND RADIOTELEGRAPH 
COMMUNICATIONS 
I T&T associates have 47,000 miles 
of submarine cable, 6600 miles of 
landline connections, over 60 inter- 
national radiotelegraph circuits. 


RADIOTELEPHONE COMMUNICATIONS 
I T & T has installed and operates 
the radio stations connecting most 
of the countries of, South America 
by radiotelephone with 95% of 
the telephones of the world. 


RESEARCH AND DEVELOPMENT 
I T & T research and development 
activities have been responsible 
for an outstanding record of con- 
tributions in the field of com- 
munications as well as electronics, 


RADIO AIDS TO AERIAL NAVIGATION 
I T & T companies, world-wide 
pioneers in radio navigation re- 
search, are today manufacturing 
and further developing electronic 
aids for safety in air transportation. 


MARINE COMMUNICATIONS SALES 
AND SERVICE 
I T & T associates operate 7 U. S. 
marine communications shore sta- 
tions and have 152 sales-service 
agencies at principal world ports. 


TECHNICAL AND ADVISORY SERVICES 
I T & T technical and advisory 
services are supplied to certain 
government telephone systems as 
well as to privately owned tele- 
phone operating enterprises, 


EXPORT 


I T & T maintains an export de- 
partment which supplies its cus- 
tomers their complete requirements 
of electrical equipment, including 
products of other manufacturers. 


America’s World-Wide Leader in Communications, Electronic Research and Precision Manufacture 
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FROM THE CAPITALS OF THE WORLD 


For World Report 
Issue of December 9, 1947 
Volume 3, No. 24 


It is clear enough by now that Europe's Communists are playing for keeps. 

They want complete control of the governments of France and Italy. 

Moderate governments, like the present ones, are to be shoved out. 

Governments of the right, probable Successor to the moderates, are to sige 
nal the showdown fight between left and right, the real moment of decision. 

It is then that the danger of civil war will enter. Parliamentary debates, 
democratic processes will go out the window. Government builets--if the Com- 
munists have their way--will be answered by bullets from guns in the hands of 
an aroused populace, continuing the fight that began in Russia in 1917. 











There is no longer much doubt that Moscow is calling the tune. 

Warsaw meeting last September, presided over by Stalin's handy man, Col. 
Gen. Zhdanov, ordered Dutch and Belgian Communists to lay low, mapped plan of ace 
tion now in operation in France and Italy. Only the details are decided locally. 

Italian Communists are known to have complete plans for taking over the 
Government by force. Indications are for action before spring. 

French Communists are to hit hard when U.S. aid starts rolling in volume. 

As it is, Communists in both countries have succeeded in damaging produc- 
tion, raising prices, and making earlier estimates of U.S. help out of date. 


Communist target, it appears, is U.S. aid quite as much as French or Italian 
governments. If chaos governs these two countries, they can't very well take 


part in any Marshall Plan. Without France and Italy, the program falls flat. 
Collapse of Marshall Plan is avowed Communist goal. Result would come close 
to giving Moscow control of Europe. U.S. presumably would be forced out. 

















Prospect is for continued violence and disorder throughout the winter in 
France and Italy. There may be lulls, temporary armistices, but no real peace. 

Real danger is the possibility of civil war, with outside help. 

French and Italian moderates are fearful. Communists are confident. 


Method behind the turmoil in Western Europe needs to be understood. 

Communist technique is to test Government strength, prove to the public 
that only the Communists have power. Test can be a railroad strike, a cautious 
build-up for a general strike, a bold appeal to Army reservists to disobey Gov- 
ernment: orders, or even a sit-down strike in the chamber of the National Assembly. 

Immediate aim is to show up Government's weakness, its inability to govern. 

Issues are chosen by Communists to attract popular support: higher wages, 
lower prices, freedom of speech. Liberals, moderates are thus boxed in. 





(over) 
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Government crackdown, through police and troops, then enables Communists to 
assume role of martyrs, to cry dictatorship, Fascists, Nazis, and So on. 

Either way--Government appeasement, or Government crackdown--offers Commu- 
nists a chance to attract popular support, and so to ride into power. 








U.S. Congress is having to hurry to keep ahead of Europe's Communists. 

Deadline for stopgap aid urged by Secretary Marshall was December l. 

Final action by Congress has missed that deadline. Relief depends on funds 
from Reconstruction Finance Corporation to buy coal and wheat now. 

Situation at moment is that Italy is wholly out of dollars. France will be 
out the end of this month. But goods have to move now to arrive in time. 

December coal needs, for example, are 67 cargoes for Italy, 145 for France. 
Delay means shipping bottlenecks. Even at best, it will be a tight squeeze. 











Whole world is looking over President Truman's shoulder as he makes up the 
U.S. Budget. This goes to Congress in January, takes effect July 1 next. 

Western Europe needs $6 billion for the first full year of the recovery pro- 
gram, according to Secretary Marshall. That is on top of $1% billion required 
to carry the program from April 1, the scheduled start, through June 30. 

Germany and Austria, in addition, will need upwards of $1 billion. 

Greece is sure to be down for something, perhaps half of the $300 million 
allotted this year. Military expenses are going up in Greece. Trouble continues. 

Palestine may have to be added to the U.S. list next summer. If fighting 
between Arabs and Jews spreads, the United Nations will be powerless to check it. 
Big powers may have to step in. That would mean U.S. troops and dollars. 


Latin America, furthermore, would like some American loans, if not grants. 
Japan and Korea are due to get close to $1 billion for relief and control. 


China, last but not least, is being put down for $240 million, perhaps more. 

Any way you figure it, this adds up to more than $8 billion. 

In_ addition, advisers on air warfare are talking about new and urgent needs 
of the U.S. Air Force, now skeletonized. The talk is running into billions. 




















An old dilemma, with new horns, confronts the United States. 
Aid Europe first, China last? Or cut dollars for Europe, send more to East? 
During the war, the issue was similar: Defeat Hitler first, Japs last, or 
send equal force to each front? Issue seemed to be Eisenhower vs. MacArthur. 
Complications make a decision even harder now than in the midst of war. 
Fronts aren't limited to two major ones. There is trouble everywhere. 
Economic recovery as U.S. aim, is all tangled up with anticommunisn. 
Domestic needs of U.S., submerged.in war, now harass the planners. 
Decision, though, is almost certain to go the same way it did in wartime. 
U.S. aid for Europe where Communist pressure is strongest, where threat to 
Western civilization seems clearest, is to continue to have priority No. l. 























FOR YOUR CONVENIENCE--This survey is completed on succeeding pages 
inasmuch as "Worldgram" cannot possibly include all the important 
developments. To assist the busy reader, a series of brief para- 
graphs is printed in large type at the head of each Dispatch. 














(No part of this or any other page may be reproduced without written permission) 
































~ 


MORI 





World supplies of rice available for 
export in the first half of 1948 are esti- 
mated by the International Emergency 
Food Council at 1,173,200 metric tons. 
The Council recommends that the supply, 
produced by nine countries, be distrib- 
uted among 21 countries. The United 
States will provide about 12 per cent of 
the shipments. 


o 90 0 


Safer ocean crossings for ships and 
planes will be the goal of a 33-nation 
conference in London next April. The 
British Government is sponsoring the 
meeting to revise the 1929 international 
convention for safety of life at sea. 


o 0 90 


Canada’s ban on luxury imports has 
been relaxed to admit gifts that do not 
exceed $5 in value. Additional inspectors 
have been stationed at border points to 
enforce the restrictions on luxury prod- 
ucts. 


o 90 °O 


A shortage of ball bearings is threaten- 
ing to paralyze France’s machine-tool, 
motor-vehicle and cycle industries. French 
manufacturers are hoping to get new sup- 
plies from Austria when production is 
resumed there next year. 


o °o °O 


Full rations of bread for Germans in 
the U.S.-British zone of occupation are 
promised during the winter by military 
government authorities of the two zones. 
Grain shipments from the United States, 
together with domestic production, have 
built up stocks sufficiently to meet the 
ration requirements. 


o 90 9 


Siam’s tin mines expect a total produc- 
tion next year of 13,000 tons, compared 
to this year’s output of an estimated 6,000 
tons. 


o 38 °O 


A new water system for Quito, the cap- 
ital of Ecuador, is to be built under the 
direction of an American contractor. The 
work will be financed by a loan of $4 mil- 
lion granted by the Export-Import Bank 
of Washington. 


o 0 90 


Investments in Italy of outside capital 
are being encouraged by the Italian Gov- 
ernment. Investors from other countries 
now are promised that they will be al- 
lowed to take out of the country as much 
as they put in, plus 6 per cent. Formerly, 


— Newspoints 
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no outside capital could be transferred 
from Italy. 


o 0 9 


Claims for war damage to American 
property in Burma are being accepted by 
the Burmese Government. The American 
Embassy at Rangoon will transmit any 
claims received to the Burma War Dam- 
age Claims Commission. 


eo. &. @ 


Housing projects in the Ukraine have 
provided 641,000 new dwelling units 
since the end of the war. In addition, 
20,000 schools, hospitals and farmers’ 
clubhouses have been built. 


o 0 90 


The trade agreement between the 
Netherlands and Spain has been extended 
for another year. Under the extension, 
Holland will get iron, fertilizers, hides, 
machines and fruits. Spain will receive 
Dutch cattle, seeds, chemigals and elec- 
trical equipment. 


o 9 Oo 


Road building in Turkey is to be ex- 
pedited by a $5 million allocation from 
the $100 million program of American 
aid. The project will be directed by ex- 
perts of the U.S. Public Roads Admin- 
istration. 


oo 98 


Prospecting for oil has been under- 
taken in Sicily by an American firm. Soil 
is being tested in the Lercara area, where 
farmers are reported getting oil from 
springs in the rocks. 


o 0 °O 


Soil reclamation and irrigation pro- 
grams now under way in Mexico are 
expected to open up 35 million acres of 
additional farmland by 1952. Govern- 
ment experts report that only 7 per cent 
of Mexican land now gets enough rain- 
fall for cultivation. 


oo 9 


Uranium deposits of substantial vol- 
ume are reported to have been found in 
Central Australia, about 50 miles north- 
east of Alice Springs. The Government is 
to analyze samples of the radioactive 
minerals discovered in the area. 


oo 9 


Bicycle output in Great Britain is set- 
ting new records, with the rate now more 
than two million a year. The achievement 
puts Britain in the lead in the world’s 
cycle industry, against third place before 
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Mercury switches are the most advanced means 


making" and ‘‘breaking"’ an electrical circuit. 
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BUSINESS IN MOTION 





Io er CrLleaguse on orcs raienes .:. 


There is so much emphasis on science 
today that there seems to be a ten- 
dency to forget the importance of the 
good old method of trial and error ap- 
plied to the solutions of problems. 
After all, practical men in all kinds of 
businesses have a great deal of knowl- 
edge, and quite often intelligent ex- 
perimentation based upon experience 
will produce the desired results. But 
there are at least two occasions on 
which the wise practical man turns to 
science. One is when time, money and 
materials are lacking for experiments, 
and the other is when the best rule-of- 
thumb methods have failed. 
A recent case in- 


vibration is but one of many factors 
that can affect the length of service of 
condenser tubes, but in this case it was 
evident that it was the most impor- 
tant, being responsible for the greatly 
accelerated rate of corrosion. 

Putting the palm of the hand on 
that condenser, the good old method 
of testing for vibration, proved noth- 
ing, because nothing could be felt. It 
took a well-equipped laboratory many 
miles distant to discover that the tubes 
in that condenser vibrated. That the 
diagnosis was correct was proved by 
the fact that after changes were made 
to reduce the vibration that only the 
tubes could feel, 





volving condenser 
tubes illustrates the 
great value of col- 
laboration between 
science and industry 
when industry is 
really baffied. There 





Z i 3 
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tube life became 
normal. 

Revere is always 
glad to do work of 
¥/\ this kind. It is part 
of our obligation to 
customers andin- 













Was a certain con- -~ deed to industry asa 
denser in whichtubes ae whole, since our col- 
were failing much . 2 laboration is offered 
too quickly. Every- gon o to all users of non- 
thing that an unus- ferrous metals. This 
ually skillful and policy is by no means 


competent plant su- 

perintendent could think of was tried, 
without result. Finally, samples cut 
from failed tubes were sent to the 
Revere Research Laboratory. There, 
chemical and microscopic investiga- 
tions showed that while failure was 
due to corrosion, there was another 
factor, vibration. It is known today 
that vibration in a condenser produces 
cracks across the grains of the metal, 
not only weakening it but also afford- 
ing more points for corrosive fluids to 
attack. Vibration also disturbs or dis- 
rupts the thin film on the surface of 
the metal that protects it and helps 
reduce the rate of corrosion. Of course 


unique with us. Pro- 
ducers of materials in every industry 
maintain laboratories and staff them 
with scientists, technicians and engi- 
neers. No matter what kind of ma- 
terials or machines you buy, remember 
that the manufacturers of them will 
take a lively and skilled interest in anv 
problems encountered in their use. I 
suggest that you need not and indeed 
should not hesitate to seek scientific 
help from your industry’s suppliers, 
because they know so much about 
their materials and are as interested as 
you are in seeing that they are cor- 
rectly used and give satisfactory, eco- 
nomical results. 


REVERE COPPER ano BRASS INCORPORATED 
Founded by Paul Revere in 1801 


ww WwW 


Executive Offices: 
230 Park Avenue, New York 17, N. Y. 
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the war. Two thirds of the bicycles being 
produced in Britain are marked for ex- 
port. 


o.oo «6S 


A subway system is now being consid- 
ered by the city of Sao Paulo, Brazil. A 
firm of American engineers has been re- 
tained to make test drillings, drawings 
and designs. 


o 90 °O 


Automobile insurance for Americans 
operating their own cars in Germany is 
now being written by two U.S. com- 
panies, A German firm will help in inves- 
tigating claims. 


oo 9 


Shipping on the Rhine is being re- 
sumed as the result of heavy rains in 
Western Germany that have raised the 
level of water in the river. Resumption 
of shipping is making it possible for 
barges to carry away two million tons of 
coal that had accumulated in the Ruhr. 


o °o °O 


Export quotas for canned foods in 
Chile may be increased to as much as 50 
per cent of production. Canners are re- 
questing the increase in order to earn 
more dollars to pay for American tin plate. 


o oO °O 


Steel pipe manufactured in Italy from 
American material is to be sold to Argen- 
tina under a three-way transaction recent- 
ly concluded. The contract involves more 
than $50 million in total commitments. 


o 0o Oo 


An aluminum industry is to be spon- 
sored in Tasmania by the Australian Gov- 
ernment, at a cost of $12 million. Start 
of production will depend on the comple- 
tion of a project to supply hydroelectric 
power for the plant. 


o 0 0 


Automobile production in Denmark is 
being increased by the opening of three 
new factories equipped to turn out 25,000 
vehicles a year. Bulk of the cars will be 
set aside for export. 


o 0 90 


A Danube-Oder canal is planned by 
the governments of Poland and Czecho- 
slovakia. Work is to begin next year. The 
project is expected to cost $1 billion and 
will take seven years to complete. Other 
Danubian countries will be asked to share 
the cost. 


o 0 90 


Diamond exports from the Netherlands 
during the first 10 months of this year 
amounted to $7,765,170. Rough stones 
imported into the country for processing 
during the same period were worth 
$3,957,975. 
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WILL RUSSIA FORCE PARTITION OF AUSTRIA? 


Reported from VIENNA, WASHINGTON and LONDON 


Austria is in danger of break- 
ing up before the Allies can 
agree on peace terms for the 


country. 


A money crisis, now develop- 
ing could split off the Soviet zone 
of occupation unless Russia is 
willing to take a financial loss. 

This may lead to union of the 
economies of Western Germany 
and Western Austria in a Europe 
divided between East and West. 


o 90 °O 


@ Showdown in Austria is rising from 

a deliberate decision of the Austrian 
Government. In the midst of inflation, 
planned by the Government, Russia 
finds it has to approve or reject a plan 
for the conversion of Austria’s cur- 
rency. It cannot side-step the issue. 

If the Russians approve the Austrian 
plan, they must accept a cut in amount of 
reparations they are squeezing out of 
Austria. 

If the Russians oppose the conversion 
scheme, it will mean two financial systems 
in Austria, a long step toward the division 
of Europe between East and West. 

Controlled inflation is at the bottom of 
the Austrian crisis. During the summer, it 
became clear that Austrian prices were 
too low to pay the costs of production by 
Austrian industry. The Government then 
decided to boost both prices and wages, 
thus starting a spiral of inflation that had 
to be stopped at some point by drastic 
action. 

For months, prices on the black market 
rose higher with each boost in official 
prices and wages. Industries normally 
supplying exports turned to production 
for black markets. But the Government 
waited until the Council of Foreign Min- 
isters was about to meet at London to 
consider an Austrian peace treaty before 
taking any action to halt inflation that re- 
quires Russia’s approval. 

Austria’s challenge to Russia is based 
on the Government’s plan to soak up 


Austrian buying power in a drastic con- 
version of Austrian money. 

Bank notes in circulation, totaling $610 
million worth of Austrian schillings, are to 
be converted into new schillings at the 
rate of 3 to 1. 

Accounts blocked since the war are to 
be written down to 40 per cent of their 
value. Even this amount is to be paid off 
in Austrian Government bonds, not in 
cash. Blocked accounts affected total 
$1,100.C00,000 worth of schillings. 

A financial crisis developed swiftly as 
this news was announced. Buyers swarmed 
into stores to spend their schillings before 
conversion. Prices doubled and trebled. 
Barter began to replace cash trading. 

Black market business is booming. 
Workers are keeping their jobs in order 
to collect extra rations but are spending 
much time away from work bartering 
for food. Hoarding is widespread. Mer- 


chants are refusing to sell goods for cash. 


A political crisis has resulted from the 
conversion plan. Parliament approved the 
scheme by a vote of 161 to 4. In the oppo- 
sition were the only Communists in Par- 
liament. The lone Communist in the Gov- 
ernment turned in his resignation. 


Elsewhere within Russia’s zone of in- 
fluence, such a split between Communists 
and the Government might have led to 
civil war. But the Austrian Government, 
encouraged by the U.S., Britain and 
France, which support the plan, is fore- 
ing Russia to make a decision publicly. 
@ Russia’s dilemma is a result of the 
rules under which Austria is governed in 
the absence of a peace treaty. All major 
decisions of the Austrian Government 
must be submitted to the Allied Council, 
of which Russia, the United States, Great 
Britain and France are members. If the 
Council fails to reach a unanimous deci- 
sion within 31 days, the Austrian Govern- 
ment can go ahead with its plans. 

But Russia's real decision must be 
made in its zone of occupation. If the 
conversion plan is to succeed in saving 
Austria’s currency from collapse, the Rus- 
sians must co-operate fully on currency 
matters with Austrian authorities in the 
Russian zone. 

Co-operation with the conversion plan 
means that Russia must accept some cash 
sacrifices. For the Russians, through their 
holding company and central bank, have 
a large stake in Austria’s blocked ac- 
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counts. USIA is the name of the Russian 
trading corporation in Austria. It is fi- 
nanced by the Gossbank, a Russian-con- 
trolled bank in Austria. These two 
institutions together control the accounts 
and the properties of 170 companies in 
Austria that the Russians claim as former 
German property. | 

The United States and British repre- 
sentatives at London are insisting that 
Russia should take only a portion of the 
assets of these companies, only 65 of 
which were German owned before the 
Nazi occupation of Austria. One of the 
reasons that America is spending nearly 
three times as much for each Austrian in 
its zone of Austria as for each German 
in its zone of Germany is that Russia is 
taking a large share of Austria’s industrial 
production in reparations, leaving little 
for the use of the occupied country. 

Under the Austrian Government's con- 
version plan, the Russians would be re- 
quired to surrender most of the money in 
their blocked accounts, taken from the 
German-owned companies. The Austrians 
are willing to compromise. But their top 
offer for Russia’s holdings is $50 million 
in new schillings, much less than the 
Russians want. 

Opposition to the Austrian conversion 
would carry Russia much farther toward 
a division of Austria than Moscow may be 
prepared to go. If the Russian zone of 
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occupation does not accept currency con- 
version, economic division of the country 
is almost inevitable. 

Value of the Austrian and German 
companies that Russia now claims as its 
own depends on a united Austria. Total 
Russian claims are estimated at about 
$800 million now. But in a divided Aus- 
tria many factories now working for Rus- 
sia would be worthless. 

Power for Austria’ industry comes 
from hydroelectric stations in Western 
Austria or from coal. Austria is getting 
most of its coal from the German Ruhr, 
and the imports must be paid for in dol- 
lars. American credits, the latest of which 
totals $13% million, enable the Austrian 
Government to buy Ruhr coal. Such cred- 
its would not be available to the Russian 
zone of Austria in the event that the Rus- 
sians refused to co-operate with the Vi- 
enna Government. 

@ Austria’s future is by no means se- 
cure even if the Russians co-operate fully 
with currency conversion. 

Industrial production now depends 
largely on a balance between prices and 
wages. Since the Government's efforts to 
adjust this balance last summer, prices 
have risen at a greater rate than wages. 
A new balance must be struck and held. 

Full employment is largely a fiction in 
Austria. Every Austrian tries to get a job 
in order to obtain the rations for workers. 
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These rations total 2,250 calories, com- 
pared to ordinary rations of 1,550 calo- 
ries. But Austrians do little work on the 
job. If currency conversion succeeds in 
making the schilling worth more in real 
purchasing power, Austria may have com- 
petition for jobs and more unemployment. 

National security, both economic and 
political, will worry the country for years. 

Economically, Austria is living on the 
transfusion of dollars from the United 
States. The Austrian Government, now 
without Communists, is united for co- 
operation with the Marshall Plan for 
European recovery. But Communists in 
the opposition are trying to stir up strikes. 

Politically, Austria is living on the edge 
of danger. Only the presence of American 
and British troops in the country is keep- 
ing Communist Yugoslavia from seizing 
territory in Southern Austria. But as long 
as Russia’s troops—now estimated at 60,- 
000 against 15,000 U.S. troops—remain 
in Austria, the country will live in fear of 
a Russian-sponsored “revolt” of Austrian 
Communists. 

Russia’s decision on the current show- 
down over currency conversion may de- 
cide Austria’s course for months, even 
years. But permanent peace for Austria 
depends on an agreement between the 
United States and Russia that will permit 
a final withdrawal of troops now occupy- 
ing the country. 
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—— Dispatch 


COMMUNISTS’ TIMETABLE 





FOR TAKING OVER ITALY 





Reported from ROME 


The Communists are setting a 
timetable for revolt in Italy. 

Disturbances in Milan and 
other cities are preliminary 
skirmishes to display part of the 
Communist strength and_ to 
harass the Government. 

The main assault may come 
within weeks. 

oo °*9O 


Disorders and mass demonstrations 
a Italy are part of a Communist cam- 
paign to get back into the Govern- 
ment and to prevent, if possible, the 
success of the Marshall Plan. 

@ “Detailed plans for a coup detat 
have been drawn up,” says John W. 
Mowinckel, staff correspondent of World 
Report in a radio dispatch from Rome. 
“The Government knows everything 
about the plan except the date. And even 
Palmiro Togliatti, No. 1 leader of the 
Communists, does not know the date yet.” 

Mowinckel gives the following analy- 
sis of violence in Italy: 

“The Communists would like to force 
their way back into the Christian Demo- 
cratic Government of Premier Alcide de 
Gasperi, from which they were ousted 
last spring. But if they can’t accomplish 
that, they expect to seize power by force. 

“They want the Government either to 
admit failure to keep order or to use 
force against them. 

“If the Government admits failure, the 
Communists will insist on a vote of con- 
fidence in the National Assembly as a 
last attempt to get into power by legal 
means. 

“If the Government uses military 
force, the Communists will retaliate ac- 
cordingly.” 

Economic goal of present disorders in 
industrial areas is to force the Govern- 
ment to legalize workers’ management 
committees and give them broad powers 
over credit and industrial production. 
The leftists insist, also, that the Gov- 
ernment seize industries that discharge 
employes without just cause or that lock 
out workers. And they want in addition 


a reorganization of the Institute for In- 
dustrial Reconstruction, main source of 
industrial financing in Italy. 

Luigi Longo, No. 2 leader of the Com- 

munists, has informed World Report's cor- 
respondent that disorders will continue 
until the workers management commit- 
tees get legal status. 
@ Shock troops of the Communists are 
former members of the underground that 
resisted German occupation. Thousands 
of these former partisans, trained and 
disciplined and possessing arms, have 
been organized into military units. Their 
commander is Longo, who was a war- 
time leader of the underground. These 
troops are ready to go into action when- 
ever the order is given. 

Center of their military strength is in 
and around Bologna. World Report's cor- 
respondent estimates that at least 70,000 
shock troops are in that area. 

@ The Government relies on three main 
forces to resist violence. 

Police and Carabinieri, similar to a na- 
tional constabulary, total 125,000 men. 

The Army consists of five divisions with 
a total strength of 75,000. Some of these 
troops are not adequately armed. 

Volunteer groups have been organ- 

ized locally by anti-Communists. Their 
strength is not fully known. 
@ Government tactics in dealing with 
the Communists are to be cautious, to 
roll with the punches without actually 
yielding much ground. 

Armed force is to be used only when 
violence becomes extreme. In milder sit- 
uations, the Government is inclined to let 
the demonstrators wear themselves out. 
Thus, when 30,000 leftists demonstrated 
in protest against removal of the prefect 
in Milan, the Government offered no for- 
cible resistance. Marchers occupied the 
Government building and staged a one- 
day strike. Government troops, with or- 
ders to take control if necessary, stood by. 

In a few hours, the demonstrators be- 
came tired and went home. Then the 
Government settled the dispute by com- 
promise. 

Partial devaluation of the lira, an- 
nounced recently, is intended to ease eco- 
nomic stress in the country. The Govern- 
ment expects this move to end the black 
market in currencies from other coun- 


tries and to eliminate the difference be- 
tween import and export exchange rates. 
Italian exports are likely to increase in 
volume and to move faster. More tour- 
ists are expected to visit Italy because 
their dollars will go further. Thus, a few 
additional dollars from exports and tour- 
ists will flow into the country, whose U. S. 
exchange is all but exhausted. 

@ Danger of revolt will be greatest be- 
tween now and the adjournment of the 
National Assembly at the end of this 
month, or shortly before the March 7 elec- 
tions. 

Presence of American forces may dis- 
courage the Communists from attempt- 
ing decisive action now. The remnant of 
the U.S. Army of Occupation has de- 
layed its withdrawal until December 14, 
deadline under the peace treaty. Mean- 
while, units of the U.S. Mediterranean 
Fleet have moved into the Italian area. 

As winter advances, hardships of the 
people will increase unless aid arrives 
from the United States. Mounting hard- 
ships will increase discontent and make 
the people more receptive to revolution. 
Disorders are likely to grow in inten- 
sity. But the exact timing and the chances 
for success of a revoit are still uncertain. 
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PLAN TO CUT INVESTORS’ RISKS IN EUROPE 


Reported from WASHINGTON, NEW YORK, LONDON, PARIS and ROME 


The U. S. Government is plan- 
ning to enlist private capital in 
the task of European recovery. 

American firms may be asked 
to become partners in the Mar- 
shall program. In return, they 
would be offered protection 
against certain types of loss. 

If adopted, the plan is ex- 
pected to open up new possibili- 
ties for investment and to reduce 
the cost of the recovery program. 


oo O 


A group made up of leaders of 
American business and top officials of 
government is behind a new idea for 
bringing together capital-hungry Eu- 
ropeans and U.S. businessmen look- 
ing for a good place to invest money. 

It is estimated that private capital is 
ready to flow out of the United States at 
a rate of $3 billion a year if reasonable 
safeguards can be provided to protect 
investments. 

@ The plan for putting American money 
and know-how to work in Western Eu- 
rope will soon come up in Congress. 
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American investments in the Marshall 
Plan area in the past have been substan- 
tial, as the accompanying chart shows. 

The aim would be to protect Ameri- 
can capital and enterprise against certain 
hazards that now are keeping it out of 
Western Europe. 

Basis of protection would be an insur- 
ance plan. The Government would guar- 
antee American firms working on Euro- 
pean reconstruction against loss from in- 
ability to convert European currencies 
into dollars. Danger of such loss is the 
main reason businessmen now are afraid 
to invest in Europe. 

American firms would have to pay a 
premium for the insurance. The rate 
might be 1 or 2 per cent at the beginning. 
It would be reduced gradually as the 
risk lessened. 

The insurer probably would be what- 

ever agency Congress sets up to run the 
European Recovery Program. 
@ Protection of American firms under 
the plan would not include insurance 
against ordinary risks of business. It 
would not be a subsidy. However, com- 
panies wanting to do business in the 
Marshall Plan countries could insure 
themselves against the following dan- 
gers: 

Loss from nationalization by European 
governments, The United States would 
insure American firms against inadequate 
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CONGRESSMAN DIRKSEN 
Would insure U. S. firms in Europe 
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compensation or payment in money that 
can’t be changed into dollars. These are 
major risks of doing business in Europe. 
But no insurance company in the world, 
including Lloyds of London, will offer 
the businessman protection against them. 

Blocked dividends. Many European 
governments will not let American firms 
change into dollars their profits in local 
currencies. For a premium, the agency 
in charge of the Marshall Plan would 
protect firms against this risk. If the 
company should have trouble taking 
its profits out in dollars, it could get 
dollars by turning over equivalent 
amounts of European currency to the 
Marshall Plan agency. 

Depreciation reserves in dollars could 
be insured in similar fashion. Thus, Amer- 
ican firms could be sure of a way to build 
up safety margins in dollars. At present, 
many European governments will not let 
them do this. 

@ Cost of the insurance plan might be 
little or nothing. Some officials think it 
could pay for itself. Reason for this 
opinion is that the U.S. Government 
would not issue the insurance until it 
had reduced the risks almost to zero. 
That would have to be done by diplo- 
macy. 

@ Guarantees would have to be made 
by the Marshall Plan countries if the in- 
surance plan is to work. Governments of 
those countries would have to promise to 
give American firms working on recon- 
struction a fair deal on such things as 
nationalization as well as permission to 
take out profits in the form of dollars. 

European governments would not be 
asked to promise protection to all Ameri- 
can firms in their territories. They prob- 
ably could not afford it. They would be 
asked, however, to pledge favorable treat- 
ment to certain American enterprises di- 
rectly connected with European recovery. 
Probably the United States and the gov- 
ernments involved would agree to terms 
on a project-by-project basis. 

Weapon for enforcing the terms of the 

agreements might be the withholding by 
America of recovery supplies. 
@ Duration of the insurance plan for 
protecting U.S. investments in Western 
Europe would be four years—the same 
as that of the European Recovery Pro- 
gram. Insurance issued during that 
period, however, would be effective for as 
long as 15 or 20 years. 
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In other words, the U. S. Government 
would hold an umbrella over American 
business in Western Europe for perhaps 
20 years. But after the first four years 
no more firms would be allowed to come 
under the umbrella. 

The hope is that, as Europe gets back 
on its feet, economic and financial condi- 
tions there will return to something like 
normal, When that happens, the need for 
the insurance protection will disappear. 
@ Support for the idea is expected to be 
substantial both from the Government 
and from businessmen. 

Winthrop Aldrich, chairman of the 
board of the Chase National Bank of 
New York, has urged that the agency ad- 
ministering the Marshall Plan “endeavor 
to encourage direct investment by Ameri- 
can firms and corporations in the plants 
and industrial equipment of Western Eu- 
rope. 

v. S. Representative Everett Dirksen, 
Republican, of Illinois, has called for an 
insurance plan to protect American busi- 
ness in Europe from the hazards of na- 
tionalization and currency troubles, 


@ Reaction in Europe, however, might 
not be so favorable. Communists will 
fight any attempt by American business 
to take a hand in European recovery. 
European businessmen will not welcome 
fresh competition. American investors 
surveying the ground hesitate to go ahead 
until conditions stabilize. 

Information gathered by World Re- 
ports correspondents in key European 
countries shows this: 

France. William H. Lowe cables: “Po- 
litical instability and uncertainties about 
the future economic situation and orienta- 
tion now are causing curtailment of plant 
reconstruction and suspension of expan- 
sion programs of existing French sub- 
sidiaries and affiliates of American firms. 

“American interests, however, are in- 
terested in future investment prospects 
for action after the European Recovery 
Program gets under way. Private invest- 
ment is expected to follow, not precede, 
World Bank loans.” 

Germany. Thomas H. Hawkins reports: 
“The Military Government, under Gen. 
Lucius D. Clay’s policy of preventing 
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carpetbagging, opposes private invest- 
ment by Americans. 

“Germans are reluctant to sell or give 
up part of their investment in partnership 
because they consider the property real, 
while marks are worthless. 

“A policy change will be required if 
big investments are to be permitted. Also 
German opposition must be overcome.” 

Britain. The British need capital to 
help in the development of their colonies. 
Charles H. Kline, associate editor of 
World Report in London, cables: 

“Private investment by individual en- 
trepreneurs is held to be entirely feasible 
within the British colonies. There is the 
example of U.S. investments in Malaya 
in the past.” 

Kline reports that an American copper 

company is negotiating with the British 
for ore exploration in British Guiana. 
@ The emphasis in public discussion of 
the Marshall Plan thus far has been on 
what the U. S. Government can do to aid 
European recovery. Very soon more at- 
tention is to be given to what private 
enterprise in America can do. 
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SPLIT IN WORLD LABOR: 
TREND AGAINST THE REDS 


Reported from PARIS 


Controversy over the Marshall 
Plan threatens to split the World 
Federation of Trade Unions 
within a year. 

Such a split would mean an 
end to an organization that Rus- 
sia has visualized as a sounding 
board for Soviet policy. 

Because of the threat of a 
crack-up, Russia is trying to dis- 
courage all discussion of the 
American aid program within the 


Federation. 
Se ©& © 


@ For Moscow, the World Federa- 
tion of Trade Unions (WFTU) is not 
proving to be the powerful instrument 
that Communists had hoped for when 
it was established. 

Communist expectations were that 
the war-born organization could be 
used to exert political pressure on a 
world-wide scale. With a claimed 
membership of some 70 million work- 
ers, representing 60 nations, the Fed- 
eration suggested great possibilities. 

For the Communists, the organization 
has not been developing according to 
plan. There is evidence of that in the 
strategy of caution that the Russians are 
now adopting in Federation affairs. 

@ The new strategy is reflected in the 
line the Russians and their supporters 
took at the recent Paris meeting of the 
Federation’s nine-man executive bureau. 
They opposed including the Marshall 
Plan in the agenda, for that would have 
given the body a chance to vote on it. 

The Communists position contrasts 
sharply with Moscow’s open denunciation 
of the Marshall Plan, and the attacks on 
it by the Communist-dominated or Com- 
munist-led unions in other countries with 
membership in the WFTU. 

Reason for the conflict in Communist 
behavior is this: If a majority of the bu- 
reau had endorsed the Marshall Plan, it 
would have been a setback for Soviet 
propaganda, which always has touted the 
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and WASHINGTON 


WFTU. On the other hand, if the plan 
had been rejected, there was the risk that 
the U.S. Congress of Industrial Organi- 
zations and the unions of other Western 
nations would quit the Federation. 

Withdrawal of the Western unions 

could reduce the WFTU to the status of 
a Communist “front,” drastically impair- 
ing its value to Moscow as a sounding 
board. 
@ Technical success is all that the Rus- 
sians and their supporters got out of their 
maneuver at the Paris meeting. They suc- 
ceeded in keeping the Marshall Plan off 
the agenda but could not prevent dis- 
cussion of it. 

By a one-vote margin, James B. Carey, 
CIO representative at the session, won 
the right to present the case for the Mar- 
shall Plan and to describe how solidly 
American unions support it. Inasmuch as 
it voted to let him speak, the bureau now 
is obligated to distribute Carey's speech 
to all member unions. 

Dispatches from Paris say that Carey 
got in some points that will be hard for 
Communist propagandists to answer. 

William H. Lowe, World Report's staff 
correspondent in the French capital, re- 
ports that even French Communists were 
impressed by Carey's arguments, As one 
result, the Communist-led French Con- 
federation of Labor, which has gone on 
record against the Marshall Plan, now is 
reconsidering its position. 

@ Effect of Carey’s tactical victory will 
be to put Russia on the defensive in the 
WFTU. Some observers see in the situa- 
tion a hint that the tide has started to run 
against Communist efforts to influence 
world labor in behalf of Russia. 

One indication of the trend is the de- 
cision of the International Trade Secre- 
tariats, an important labor group, not to 
affiliate with WFTU. 

Another development is the drive of 
the American Federation of Labor to com- 
bat Communist influences in the union 
movement in Latin America and to get 
the unions of Marshall Plan countries 
working together. The AFL has opposed 
WFTU since its inception, contending 
most of the members were not free trade 
unions, but agencies of governments. 

Finally, there is some evidence that the 
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SOVIET LABORITE TARASSOV 
For the Russians, a policy of caution 


unions is slipping. Striking workers are 
returning to their jobs in larger numbers 
without waiting for union orders. Loss of 
pay during a political strike is no induce- 
ment for the non-Communist worker. 

@ Coming developments will determine 
more precisely whether labor will split 
into the sharply defined “two world” pat- 
tern prevailing in international relations. 

Most likely occasion for a showdown 
will be the WFTU Congress next year. 
This is the meeting at which all member 
unions are represented. Soviet-oriented 
unions command a majority, for they rep- 
resent three fifths of the Federation’s 
total membership. 

Assuming the Marshall Plan is operat- 
ing then, observérs doubt that it can be 
kept off the Congress’ agenda. And if it 
is voted on, the outcome may determine 
whether WFTU can survive intact. 
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ROLE OF OUTSIDE CAPITAL 
IN A SOCIALIST BURMA 


Reported from RANGOON, LONDON, and WASHINGTON 


Burma will cast its lot with 
socialism when the country of 17 
million people is freed from Brit- 
ish rule next month. 

The future of British, Indian 
and American investments in the 
new Southeast Asian Republic is 
uncertain as a result. 

Total nationalization is unlike- 
ly for some time, however, be- 
cause Burma must have outside 
help to rehabilitate its war- 
wrecked economy. 
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@ The Burma Government of Prime 
Minister Thakin Nu can nationalize 
all phases of Burma’s economy after 
British rule is relinquished Jan. 4, 
1948. If private corporations are per- 
mitted by the Government, Burmans 
must control 60 per cent of the stock. 
A Socialist state is authorized by 
Burma's new Constitution. 

Nationalization long has been advo- 
cated by Burma’s revolutionary leaders. 
Reports from Rangoon indicate that it is 
popular with the public because most of 
Burma's industries are controlled by out- 
siders, a point stressed in campaigns for 
independence. 

Outside investors are asking how soon 
and in what sequence will the new Gov- 
ernment carry out its Socialist program. 
The answer seems to be that it will not 
be immediate because the new nation is 
heavily dependent on non-Burmans for 
capital and technical help to put the 
country back on its feet. 

Land reform is expected to be under- 
taken first because agrarian unrest is at 
the root of Burma’s internal troubles. 

Burma, the world’s largest exporter of 
rice, will ship nearly one million tons this 
year, but that is less than a third of pre- 
war production. 

Public utilities are to be taken over as 
fast as the Government can finance the 
programs. Services to be nationalized in- 
clude electrical power, railways, high- 


ways, harbor installations and river ship- 
ping. All are rundown. 

The lumber industry also will come un- 
der Government ownership. Already the 
industry is supervised by a Government 
timber board, and the forests are largely 
Government owned. 

Burma is the world’s largest exporter 
of teakwood. During the first seven 
months of 1947, however, it shipped only 
17,200 tons, compared to 225,000 tons in 
prewar years. Full recovery of the indus- 
try is a long way off because it takes at 
least three years for teak logs to dry suffi- 
ciently to be floated to marketing centers. 

The oil industry of Burma, which for- 
merly exported 275 million barrels a year, 
is British owned, and there is no immedi- 
ate likelihood of expropriation. The Bur- 
mese, now forced to buy oil from India, 
are anxious for British owners to get 
domestic fields back in production. 

The Burmah Oil Company, a British 
concern, has sufficient capital to repair its 
oil fields and rebuild its bombed-out refin- 
ery, but is proceeding slowly. One reason 
is that Burmah Oil hasn't reached a settle- 
ment with the British and Burmese gov- 
ernments on war damages. Another is that 
the main fields have been pumped close 
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Capital needs slow Socialist aims 








to the exhaustion point. If geological sur- 
veys, now being conducted, uncover ade- 
quate reserves, Burmah Oil may be back 
in prod: ction by 1950. 

The mining industry will not be na- 
tionalized immediately because the Ran- 
goon Government is dependent on outside 
capital and technicians to repair the war 
damage to the industry. Current produc- 
tion of tin, lead, zinc, wolfram and silver 
is but a fraction of prewar. 

During the war, mines were flooded 

and machinery damaged or removed. Re- 
habilitation is being delayed by disrupted 
communications and the inability to re- 
place equipment. 
@ The financial stakes of outside inves- 
tors in Burma are in the neighborhood of 
$500 million. Virtually all these holdings 
represent British and Indian capital. 

British investments are controlled by 
a score of large firms, which makes them 
vulnerable to socialization. Nevertheless, 
these holdings are mainly in industries 
that require extensive capital for rehabili- 
tation. Because of this need for outside 
financing, chances are that Burma, inde- 
pendent, will be wary of putting such 
properties under Government ownership. 

Indian investments are largely in agri- 
cultural land. In 1940, more than half of 
Burma’s land taxes were paid by Indians 
who gained control of the land through 
foreclosures in the depression years of 
1929-30. 

The Rangoon Government wants to re- 
turn the land to the Burmese but also 
wants to avoid trouble with neighboring 
India, the country’s best customer. Since 
India now is threatened with famine, 
Burma is in a position to bargain. India 
needs rice from Burma, and production 
there could be increased by ending the 
present agrarian unrest. The Burmese 
may claim that a Government-controlled 
land program is the quickest way to end 
the agricultural troubles. 

American investments in Burma are 
negligible. The one U. S. bank that had a 
branch in Rangoon before the war has 
not resumed business there. Nevertheless, 
America formerly was a good customer 
for Burma’s raw materials. 

@ The future of outside investments in 
a Socialistic Burma is unclear, but there 
are mounting indications that the new 
Government is going to move cautiously. 
Burma's leaders feel that they cannot af- 
ford to antagonize India or hurt chances 
of getting rehabilitation assistance from 
Britain. Washington and London officials 
point to the steady return of prewar busi- 
ness firms to Burma as an expression of 
confidence that abrupt Government sei- 
zure of all private properties is far from 
likely now. 
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GERMANS’ EFFORTS TO REVIVE CARTELS 


Reported from BERLIN and WASHINGTON 


Business monopolies are show- 
ing up in occupied Germany. 

Allied efforts to get the Ger- 
mans to adopt Western methods 
of free enterprise are running 
into difficulties. 

Actually, little has been ac- 
complished toward the occupa- 
tion goal of breaking up the 69 
trusts that once controlled Ger- 
man industry. 
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@ Opposition to the breakup of Ger- 

man trusts is being led by German 
businessmen who fared well under 
the Nazis protection of large indus- 
trial combines. 

German schemes are afoot to re- 
group I. G. Farben, the biggest of all 
German cartels. Technically, Farben 
has been liquidated by agreement of 
the United States, Britain, France and 
Russia, but most of its factories are in 
production. 

U.S. military police in Frankfurt have 
raided several meeting places of former 
Farben officials. The trial for war crimes 
put out of action 23 top officials of the 
Farben organization, but other Farben 
veterans are preparing for the day when 
German business will be free of occupa- 
tion rules. 

Trade associations in Germany are at- 
tempting to restrict competition at a time 
when occupation officials try to get maxi- 
mum production from German plants. 

American authorities have evidence of 
cartel agreements among German busi- 
nessmen. Plans are made to freeze out 
competitors in such fields as wallpaper, 
ceramics and sulphur imports. 

In a typical case, a wallpaper manufac- 
turer who went out of business during 
the war was refused a local license to 
reopen his plant. Investigation showed 
that a trade association controlled the 
issuance of licenses for new plants. 

An American program to send cotton to 
Germany for manufacture into textiles 
was delayed by similar practices. The 
German importers wanted a monopoly on 
future cotton imports as the price of their 
co-operation. 


14 «© WORLD REPORT 


@ The Allied program of breaking up 
existing monopolies, meanwhile, is bogged 
down. In part, this is a result of German 
resistance to the reforms, Another reason 
is that some Allied officials hesitate to dis- 
turb German industry now, when every 
effort is being made to increase German 
production for Europe’s recovery. 

Actual progress against monopolies, as 
a result, varies widely among the four 
zones of Germany. The following details 
are supplied by Thomas F. Hawkins, 
World Report's staff correspondent in 
Berlin. 

The U.S. zone has gone further than 
any other in carrying out the ‘Potsdam 
pledge to eliminate German business 
combines. The American program origi- 
nally was directed by William H. Draper, 
Jr., now Under Secretary of the Army, 
while he was economic adviser to the 
Military Government. | 

A law similar to the “death sentence” 
clause in American statutes against public 
utility holding companies is on the books. 
Four of the biggest of Germany’s business 
combines have been ordered to submit 
reorganization plans under this law. They 
include firms with huge holdings in the 
iron, steel, chemical and machinery in- 
dustries. Future actions are being pre- 
pared against the match monopoly, insur- 
ance firms, the film monopoly and trade 
associations. 
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EX-ECONOMIC ADVISER 
Under W. H. Draper a pattern took form 


Test sales are being held in an attempt 
to find new owners for former properties 
of monopolies. Eight companies for dis- 
tributing coal—all dominated by collieries 
in the Ruhr—have been put up for sale in 
Stuttgart, in the U. S. zone. There are 176 
such companies in the zone. If the test 
sales prove successful, other properties 
will be offered to German bidders. 

New laws are being prepared to plug 
loopholes in existing legislation. One draft 
statute is aimed at restricting holding 
companies. Another is designed to outlaw 
interlocking directorates, a prewar feature 
of business practice in Germany. 

Concealed records of ownership com- 
plicate the problem. German corporations 
do not maintain central lists of registered 
stockholders, as do those in America. This 
makes it difficult for occupation authori- 
ties to find out who actually owns a given 
company. 

Disagreement among officials is cited as 
a hampering factor by men who have 
been trying to carry out the directive 
against Nazi trusts. Several Americans 
who went to Germany to administer this 
program have resigned in protest against 
obstacles raised by higher officials. 

Personnel of the antitrust program has 
been reduced more than in other compa- 
rable branches of U.S. Military Govern- 
ment. Eighteen months ago, the Decartel- 
ization Branch, in charge of the work in 
the American zone, had 147 employes. 
Now it has 70, a cut of more than 50 per 
cent. Other branches of the Economics 
Division in U.S. Military Government 
have lost only 25 to 30 per cent of their 
staffs. Some officials say that the person- 
nel shortage is slowing down the anti- 
trust work. 

The British are going slowly on anti- 
trust action in their zone until it is de- 
cided whether major industries are to be 
socialized. Political parties in the British 
zone want public ownership of large in- 
dustries. That deters the British from 
selling parts of Nazi monopolies to new 
owners. 

A law to break up business combines 
exists in the British zone. Studies are 
being made of how to chop up Vereinigte 
Stahlwerke, the steel trust built up by 
Fritz Thyssen. But while this takes place, 
German industrialists are regaining some 
of their prewar influence in the British 
zone. For instance, the head of the Ger- 
man agency for control of iron and steel 
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FATE OF THE FARBEN EMPIRE 


How 619 units of Germany's biggest industrial combine are being separated 


Te be independent 45 

To be liquidated 63 

Status undecided _ 
183 


To be independent 16 
To be liquidated 


3 
Status undecided 8 
34 


in the British zone is Heinrich Dinkel- 
bach, former manager of the biggest of 
Germany's steel cartels. 

The French maintain liaison with 
American and British officials on the car- 
tel problem, but have not started major 
proceedings. 

A law against business combines in the 
French zone permits occupation officials 
to examine corporations for evidence of 
monopolistic practice. The French law, 
however, sets no standards by which to 
judge “excessive concentrations’ of eco- 
nomic power. 

The Russians have no law on the sub- 
ject of business monopolies. 

In the Russian zone, Nazi management 
of major industries has been eliminated. 
The firms have been turned over to new 
executives. In many instances, gwnership 
now rests in Soviet-controlled companies, 
which run the former .cartel properties 
for Russian account. 

In the early days of occupation, Soviet 
officials agreed with Americar, authorities 
on wording for a law against cartels in 
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the Russian zone. But when the Ameri- 
cans insisted that Soviet-controlled com- 
panies should be subject to the law, the 
Russians lost interest. 

I. G. Farben is the only Nazi monopoly 
handled on a four-power basis. Here 
again, treatment varies among the four 
zones of occupation. The accompanying 
chart shows distribution of the assets of 
this industrial giant. 

In the American sector, 49 former affili- 
ates of Farben are managed as separate 
companies by American-appointed trus- 
tees. Seventy-seven units have been or- 
dered liquidated. Most of these are man- 
agement companies with no _ physical 
assets apart from office furniture. Seventy- 
five Farben units in the U.S. zone still 
under study have been neither placed 
under trusteeship nor liquidated. 

The British still operate their Farben 
properties as a unit, although 45 of the 
enterprises have been designated as sepa- 
rate companies. 

The French have formed 16 new units 
from among the Farben properties in 
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201 
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their zone, but have not turned them 
over to new owners. 

The. Russians have converted 31 units 
of their share of the Farben empire into 
Soviet or socialized companies, have 
taken some others for reparations, and 
have ordered the remainder liquidated. 
@ Final outcome of the effort to replace 
big monopolies in Germany with a system 
of business competition cannot be deter- 
mined yet. 

According to information in Berlin and 
Washington, a basic difficulty is that 
monopoly is a tradition of German busi- 
ness. Germans do not customarily think in 
terms of unrestricted competition. Thus it 
is hard to find Germans to administer 
laws against big business. 

For the present, the war and military 
occupation have broken the links between 
German trusts and their business allies 
abroad. Inside Germany, monopolies are 
hampered by Allied control of the coun- 
trys economic life. But despite restric- 
tions, German businessmen are reviving 
cartels. 
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TESTS FOR U.N. IN THREE DANGER SPOTS 


United Nations ability to carry 
out its policies in the field will be 
tested this winter in three coun- 
tries where peace is threatened. 

U.N. commissions are pre- 
paring to watch a border in 
Greece, run an election in Korea 
and partition Palestine. 

These practical tasks will 
determine whether resolutions 
adopted by the United Nations 
in New York mean something 


more than words. 
o oO *O 


Rivalry between Russia and the 
United States in the General Assembly 
will follow the United Nations to the 
actual scenes of trouble in the world. 

Russia and the nations under its 
leadership oppose two of the three 
field commissions and will boycott 
their work. Only on the Palestine 
question is Russia joining with 
America to put into action a U.N. 
decision. 

In: all likelihood, the Russians will re- 
fuse to be bound by anything the U.N. 
does in Greece and Korea. 

For the United States, however, these 
field assignments for the United Nations 
are extensions of American world policy. 
All the commissions were supported, if 
not suggested, by the United States. 

Here are U.N.’s new tasks and the 

problems that may result: 
q In Greece, a special committee is in 
Salonika to watch the border between 
Greece and her northern neighbors— 
Yugoslavia, Bulgaria and Albania. 

Russia and Poland, two of the commit- 
tee’s 11 members, are boycotting this 
study. Seats, however, are being held 
open for them. The active members are 
Australia, Brazil, China, France, Mexico, 
the Netherlands, Pakistan, the United 
Kingdom and the U.S. 

The job of these nine is to observe 
compliance by Greece and its three neigh- 
bors with U.N. recommendations for 
settling the border warfare. 

The committee is required to make a 
report to the next regular session of the 
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Reported from NEW YORK 


U.N. General Assembly. It may, how- 
ever, make recommendations to the “Lit- 
tle Assembly” that will convene this 
winter and also may recommend an 
emergency session of the General As- 
sembly, if that is considered necessary. 

Language of the U.N. resolution does 
not say so specifically, but what the U. N. 
actually asks is that the Soviet satellites 
north of Greece stop supporting Commu- 
nist guerrillas in Greece. The committee's 
task is to see that this is done and, if it 
is not, to report the facts to the world. 

In all likelihood, the nine-member 
group will not be permitted to enter 
Yugoslavia, Bulgaria or Albania. A U.N. 
Commission of Investigation had trouble 
entering those countsies earlier this year. 

The committee has no police powers, 
nor has it any funds beyond the $538,000 
needed to pay its own expenses. Military 
and economic support of Greece remains 
an American undertaking outside the 
United Nations. 

Even so, the nine-nation group can aid 
American policy. Conceivably, the com- 
mittee could bring about peace in the 
border warfare in Northern Greece. At 
least, it can focus world opinion on any 






CAN THE U.N. ERASE WORLD 





TROUBLE SPOTS... 


violation of the Greek frontiers. This 
could pave the way for future action by 
an international force to put down guer- 
rilla uprisings against the Greek Govern- 
ment. 

@ In Korea, a temporary commission of 
the U.N. is charged with supervising 
elections for a Korean National Assembly. 
The elections are to be held by next 
March 31. 

The commission in Korea has nine 
members, including Russia, but the Rus- 
sians are boycotting it. The other mem- 
bers are Australia, Canada, China, El 
Salvador, France, India, the Philippines 
and Syria. The United States is not a 
member even though it shares the occu- 
pation of Korea with Russia. Creation of 
the Korean commission, however, was 
proposed to the U. N. by America. 

Korean representatives chosen in these 
elections are to take part in conferences 
to decide the country’s future. A Korean 
government is to be formed to take over 
full charge of the country so that U. S. 
and Russian occupation troops can with- 
draw. 

The major difficulty facing the U.N. 
commission is that, because of the Rus- 
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These Communists in Korea may stay away from U.N. elections 


sian boycott, elections may have to be 
held only in the American zone of South- 
ern Korea. It now seems unlikely that 
the Russians will allow the commission to 
enter Northern Korea. In that case, after 
the Koreans choose a government for the 
Southern zone, U. S. troops might stay on 
in the country rather than leave the 
peninsula to the Russians and their sup- 
porters. 

The Koreans are growing impatient 
with the slow progress toward independ- 
ence. Occupied by Japan for 35 years, 
they want America and Russia to keep 
their postwar promise to set Korea free. 
An election law has been on the books 
for several months, but actual voting has 
not yet been authorized. Independence 
leaders in Southern Korea are so impa- 
tient for a vote that they may try to se- 
cure elections there before the U.N. 
commission can reach the country. 

Once the U.N. has supervised elec- 
tions in Korea, America will be in a posi- 
tion to say that it has kept its promise of 
independence for the part of Korea it 
controls. The new Korean Government, 
with U.S. backing, will claim to repre- 
sent the Koreans under Russian occupa- 
tion as well as those in the U.S. zone. 
@ In Palestine, a U.N. commission of 
five small countries has probably the 
hardest field assignment. 

The Palestine commission must oversee 
conversion of the country from a British 
mandate into independent Arab and Jew- 
ish nations by Oct. 1, 1948. Bolivia, 
Czechoslovakia, Denmark, Panama and 
the Philippines are the members of the 
commission. Another U.N. body, the 
Trusteeship Council, will establish inter- 
national control over the city of Jerusalem. 


The commission’s staff is being organ- 
ized now and will leave for Palestine 
shortly. It cannot start its main functions 
until Britain formally relinquishes its 
mandate over Palestine. This is scheduled 
for August 1 but may occur sooner. Mean- 
while, the British are starting to remove 
their troops from the country but accept 
no responsibility for law and order in 
areas turned over to the U. N. 

Arabs already have declared that they 
will take no part in partitioning of the 
country they claim belongs to them. It is 
expected that Arab bands, with support 
from adjoining Arab countries, will try to 
prevent creation of the Jewish state. 

The U.N. has no troops to deal with 
violence. Both Jews and Arabs will be 
authorized to form their own militia to 
keep order in their respective parts of 
Palestine. But if the fighting gets out of 
hand, the U. N. commission will have to 
appeal back to U.N. headquarters for 
help. So far, because of Russian-U. S. 
differences, the U. N. has been unable to 
agree on organization of a world police 
force to deal with such matters. Whether 
such a force could be organized for Pal- 
estine is open to question. Neither Brit- 
ain nor America wants to send troops to 
Palestine. Neither, in turn, wants the Rus- 
sians to have troops in the Middle East. 
@ The outcome of these assignments 
will go far toward determining how effec- 
tive the United Nations can be as an in- 
strument for preserving the peace. If the 
organization fails in these three tasks, its 
member countries may come to regard it 
as nothing but a debating society. If the 
U.N. succeeds, it will be called upon to 
take bigger responsibilities in settling 
world disputes. 





-e - OR WILL IT BECOME JUST A DEBATING SOCIETY? 
Russia refuses to sit on the new group replacing this Balkan commission | 
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staff and the executive offices re- 
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Report on Japan 


TOKYO’S SECRET PLANS FOR PEACE 


Japan is going to make an ef- 
fort to win the peace, despite 
loss of the war. 

A copy of a secret memoran- 
dum drafted by the Foreign Of- 
fice in Tokyo has been obtained 
by World Report, This paper re- 
veals the tactics Japan plans to 
use at the peate conference. At- 
tempts will be made to play off 
the United States and Russia 
against each other to gain softer 
terms from both. 

The following analysis of the 
memorandum, full text of which 
starts on page 33, shows how 
the Japanese will try to regain 
lost territory, escape major oc- 
cupation costs, nullify Ameri- 
can reforms and rebuild an 
armed force. 
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APANESE DIPLOMATS are to try for a 
“negotiated” peace, instead of one 
dictated by the Allies on the basis 

of Tokyo's unconditional surrender. 
@ A secret memorandum, prepared 
by Japan’s Foreign Office and ob- 
tained for World Report by Staff 
Correspondent Joseph Fromm in 
Tokyo, reveals Japan’s strategy for 
the peace conference. The document 
consists of a series of counterpro- 
posals to be made by Japan at each 
step of the peacemaking. 

“The veteran diplomats who are for- 
mulating Japan’s plans are confident 
that they will be given an opportunity to 
present their views at the peace confer- 
ence, Fromm reports. “They believe 
they will be permitted to negotiate, 
either formally or informally. That is 
why they have prepared this private 
draft of terms that they will endeavor 
to get the Allies to accept.” 

Control of Japan by the Allies would 
be minimized under the terms of the 


Japanese draft. All directives handed 
to the Japanese Government by Gen- 
eral of the Army Douglas MacArthur's 
Headquarters since the surrender would 
become null and void. Laws enacted 
by the Japanese Government to imple- 
ment these directives would remain in 
effect only “until they are repealed.” 

Among the directives and laws that 
are now in effect are those providing 
for democratic government, individual 
freedom, land reform, dissolution of 
the family monopolies, disarmament and 
the purge of militarists and secret so- 
cieties. The Japanese may try to get 
rid of many of these reforms either by 
repeal or by challenging their con- 
stitutionality. 

Enforcement of treaty terms by an 
Allied control council would be avoided, 
if Japan’s diplomats have their way. 
Allied supervision would be limited to 
that of the ambassadors of the United 
States, Britain, Russia and China. The 
ambassadors would not be able to inter- 
vene directly in Japan’s political ad- 
ministration. They would have to nego- 
tiate through diplomatic channels to 
obtain compliance with treaty terms. 
After a set date, even this supervision 
would be removed. Disputes pertaining 
to the treaty then would have to be 
referred to the World Court. 
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PREMIER KATAYAMA 
His story of “overcrowding” is not new 


Military occupation, under the For- 
eign Office plan, would end when 
the treaty is signed. If the Allied 
powers insist on returning troops in 


Japan to guarantee fulfillment of the 


peace treaty, Japan will urge that a time 
limit be set, that the number of troops 
be restricted, and that they be con- 
fined to specified areas. The cost, more- 
over, would be borne by the occupy- 
ing power. 

Occupation costs incurred in yen in 
Japan before the treaty is signed are to 
be paid if “unavoidable,” say Japan’s 
diplomats. But efforts are to be made to 
escape responsibility for other costs, in- 
cluding occupation costs in territories to 
be separated from Japan. 

Japan, for instance, hopes to avoid 
charges for supplies shipped from the 
United States for American troops, pav 
for U. S. troops, and relief and rehabili- 
tation aid for Japanese civilians. These 
constitute the major portion of America’s 
occupation expenses. They have cost the 
United States more than $2 billion thus 
far, and the total is expected to exceed 
$3% billion by June 1949. 

Under other peace terms to be sought 
by Japan: 

Trade with other countries would be 
removed from Allied control. 

Production would not be restricted, 
except in actual war industries. 

Reparations removals of industrial 
plants would be strictly limited. 

The merchant marine would be al- 
lowed to expand to four million tons, 
instead of the three million tons gen- 
erally favored by the Allied powers. 

Aircraft would be permitted again, 
contrary to present Allied directives, 
which deny to Japan an air force, a 
plane-building industry or any com- 
mercial aviation. Japan. will ask for 
planes “for the development of the fish- 
ing industry and for coastal patrol.” 

Unarmed police, already increased 
by General MacArthur from 90,000 to 
125,000, would not be restricted in 
number. 

Armed police would be permitted. 
@ Territorial objectives get the most 
detailed attention in the Foreign Office 
document. 

What Japan will concede. The memo- 
randum indicates that Japan’s diplo- 
mats see no hope of holding on to 


sce 2S 


Pp 
d 
P. 





Ane po > sas > =” 4 =" DS” o"_a.eo&F 6. 


or © el 


* 7 


re OD eee OO OP 


ee ee ee ee ee ee ee ee ee 


—_te fh eee FS 


ad 











18 © WORLD REPORT 


ee ae 


ae 


a a Ri Shh Mi 


‘ 
t 
i 
; 


f 


at 
' 








Manchuria, which is nowhere mentioned 
in the document. They plan to make 
no claims to Korea, which is to get inde- 
pendence, to Formosa and the Pesca- 
dores, which are to go to China, or to 
Port Arthur, Dairen, or Southern Sa- 
khalin, which co under complete or par- 
tial Soviet control. ‘ 

The Japanese plan to yield without 
objection their concessions and extra- 
territorial privileges in China and their 
control of the League of Nations man- 
dates in the Caroline, Marianas, Mar- 
shall and Palau islands, now occupied 
by the United States. 

What Japan wants. Concerted efforts, 
however, are to be made by Japan to 
keep other Pacific islands, the Kuriles. 
Okinawa, the Bonins, and “neighboring 
islands, which might include Iwo Jima. 
All, except the Kuriles, which went to 
Russia under the Yalta agreement, are 
held by the United States. America 
plans to retain these territories, as well 
as the mandates, as strategic trustee- 
ships under the United Nations. 

Tactics. “First,” says World Report's 
Tokyo correspondent, “the Japanese will 
argue that none of the islands they hope 
to keep were acquired by Japan by ag- 
gression. Since the Cairo Declaration as- 
serts that the Allies have no thought of 
territorial expansion and that Japan will 
be expelled from territories ‘which she 
has taken by violence and greed,’ the 
Japanese intend to argue that the Allies 
are not justified in compelling Japan to 
give up these islands.” 

Fromm continues: 

“If the argument fails—and Japanese 
diplomats are quite certain it will—then 
the Japanese, according to the Foreign 
Office document, will attempt to bar- 
gain with the Allies. They will take a 
stronger stand against Russia’s claims, 
particularly to the Southern Kuriles, 
than against the American claims. In 
that way they hope to get American 
backing against Russia. 

“The Japanese will attempt to regain 
control over all the Kuriles. But if this 
fails, they will insist on the return of the 
Southern Kuriles and will agree to have 
the rest of the chain placed under trus- 
teeship. 

“As for the other islands, which are 
claimed by America, Japan will offer the 
United States military and naval bases 
there if Japan is permitted to retain 
sovereignty. Finally, if this is rejected, 
Japan will make every effort to have the 
islands placed under United Nations 
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FCREIGN MINISTER ASHIDA 
He sees Okinawa as a “minor” island 


trusteeship, rather than have them 
ceded to another nation.” 

@ A propaganda campaign, inspired by 
the Japanese Government, is getting 
under way in the piess to prepare the 
ground for Japanese claims at the peace 
conference. The following develop- 
ments, in addition, tie in with the 
strategy outlined in the Foreign Office 
memorandum and indicate that the plan 
already is in operation: 

Recently, Foreign Minister Hitoshi 
Ashida made an appeal to the Allies 
to allow Japan to retain certain “minor” 
islands. A series of confidential pam- 
phlets written in the Foreign Office 
subsequently defined “minor” islands as 
the Kuriles, Okinawa and the Bonins. 

Then Premier Tetsu Katayama made 
a statement urging the Allies to “con- 
sider our overcrowded condition” and 
to grant Japan living space. This was 
the propaganda theme employed by the 
militarists before the war to justify Jap- 
anese aggression. But less than a million 
Japanese ever migrated into the vast 
overseas territories seized by Japan. 

“In the last few weeks,” Fromm re- 
ports, “career diplomats, schooled by 
former Premier Shigeru Yoshida, have 
been making quiet visits to the heads 
of Allied missions in Japan, arguing 
Japan’s case for easier peace terms. 

“In one conversation, a Japanese 
diplomat asked an Allied representative 
how his Government would react to a 
proposal that Japan be permitted to 


have 100,000 armed police for ‘security 
purposes.’ 

“Tm not in a position to express my 

government’s attitude,’ replied the Al- 
lied official. “But if I were you, I would 
suggest 90,000 or 110,000. But not 
100,000. That’s the number the Ger- 
mans asked to have for security reasons 
after the First World War.’ ” 
@ U.S.-Soviet tensions are being ex- 
ploited by the Japanese. Americans and 
Russians are being encouraged to com- 
pete for Japan’s friendship. Recently a 
Foreign Office spokesman, Toru Hagi- 
wara, told the House of Councillors that 
Japan must determine the most friendly 
powers and should concentrate its 
diplomacy on winning their support in 
the peace conference. 

Japanese leaders believe they are 
making headway with their tactics. 
They are encouraged by reports that 
General MacArthur strongly criticized 
as too severe a draft peace treaty sub- 
mitted by the State Department. Mac- 
Arthur's intelligence chief, Brig. Gen. 
Charles Willoughby, recently told a 
Japanese audience that “Japan has many 
good friends in high places in Head- 
quarters.” 

Fromm reports that if Japan is unable 
to send a delegation to the peace confer- 
ence, which is unlikely, the Foreign 
Office plans to submit its draft treaty 
to MacArthur in the hope that he would 
be willing to present Japan’s case to 
the Allies. 

To soften up the Russians, who take 
a more severe attitude, the Japanese 
have been hinting that Japan might be- 
come an ally of the United States. Jap- 
anese leaders have indicated that they 
might be willing to sign a separate 
peace treaty with Western powers, ex- 
cluding Russia. 

Some American observers suspect the 
motives behind Japanese hints of a 
separate peace. Free of American occu- 
pation, Japan might be in a strategic 
position to make a deal with Russia, or 
to use the threat of such a deal to exact 
further concessions from the U. S. 

The Japanese know they cannot soon 
regain their prewar status. But already 
they are much better able to bargair. 
for terms than they were two years ago, 
when they had to surrender “uncondi- 
tionally.” Their objectives for the peace 
conference indicate that they count on 
making a further comeback as a world 
power before the peace treaty is com- 
pleted. 
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The Worldgraph shows the vote of the principal party 
groups in two successive elections held in each of five 
European countries. In each case, the 1947 election, as 
shown in the lower bar for each country, reveals a shift 
to the right. In each instance, the Communists and their 
allies came out relatively weaker in the most recent 
elections. 
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In three of the countries, the elections were nation 
wide, but only for local and municipal officials. The 
figures for Italy are for the City of Rome only. The 
Danish votes are the only ones representing elections to 
the national legislature. Hence the whole picture is not of 
a change in the complexion of national governments, but 
rather of a trend in public sentiment. If the trend con- 
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tinues, it will show up in the complexion of future gov- 
ernments in Europe. 

Weakening of the Communists’ support is the one fac- 
tor common to all countries shown. However, the gains 
centered in different areas of the political spectrum in the 
respective countries. In three of them, biggest strides 
were made by the parties of the right—in Britain the Con- 


991,973 


servatives, in France the followers of General de Gaulle, 
and in Norway the Conservative Party and its allies. In 
Denmark, Social Democrats, who hold the reins of gov- 
ernment, made major gains at the expense of opposition 
parties at both extremes. In Italy, the biggest increase 
was in the vote of the Christian Democrats and the lesser 
parties associated with them in the Italian Government. 
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—— Dispatch — 


HOW RED TAPE DELAYS TRAVEL BY PLANE 


from WASHINGTON and NEW YORK 


Reported 


Paper work—the almost end- 
less job of filling out forms and 
documents—is causing costly de- 
lays in commercial air travel 
throughout the world. 

In some cases, it costs more in 
time and money to prepare the 
papers for a trip than it does to 
make the actual flight. 

International efforts to cut 
down the red tape are to be 
made soon. Results may come 
slowly, but some progress is like- 
ly in the months just ahead. 


o oO °O 


Paper work that delays air travel 
to and from the United States will be 
attacked early next year. The U.S. 
Congress will be asked to simplify the 
complex job of filling out forms at 
home. International agreements will 
be sought to cut down requirements 
in other countries. 

Government and air-line officials in 
the United States are working together 
to discover all the red tape that snarls 
up flights outside the country. 
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SNAGS ON A TRANSATLANTIC FLIGHT 


President Truman's Air Co-ordinating 

Committee soon will recommend new 
laws to eliminate outmoc:.' formalities. 
Other governments are expected to initi- 
ate similar action. 
@ Cost to passengers on international 
flights may be cut sharply if present ex- 
penses of paper work and inspections are 
reduced. 

American-owned air lines that fly out- 
side the United States estimate that they 
pay close to $10 million a year to comply 
with international regulations in addition 
to those relating to safety. 

The transport companies believe that, 
if they were relieved of that expense, 
transoceanic fares could be lowered sub- 
stantially. For example, the present $375 
cost of a flight across the Atlantic might 
be cut to as low as $225. 

Personal expenses of international air 
travelers also will be less if many of the 
papers they now need are dropped. 

An American businessman planning a 
15-day tour of eight countries in South 
America recently found that it cost him 
$250 to get ready for the take-off. Among 
his expenses were fees for 81 sets of 
documents, photographs and __finger- 
prints. Uniform identification cards and 
special permits for commercial travelers 
are among the changes recommended to 
reduce such costs. 

@ Faster and easier trips by plane are 
the goal of the experts who are trying 
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-TWA Airlines. 


A cut in paper work and inspections could save $150 on each fare 
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to streamline the paper work of world 
travel. 

Any place on earth now can be reached 
within 60 hours from U. S. airports. But 
considerably more time may be spent in 
gathering documents required for the 
trip and in inspections and examinations 
at the destination. 

Red tape that now bogs down inter- 
national flights includes passports, visas, 
health certificates, photographs, police 
certificates and letters of introduction to 
consulates issuing visas. 

In addition, the air lines are required 
to prepare multiple copies of crew lists, 
passenger lists, landing cards for each 
passenger, baggage declarations and ex- 
press manifests. The accompanying chart 
gives an idea of the number of docu- 
ments required for some typical flights. 

American practices affecting interna- 
tional air travel recently were studied by 
a “survey team” representing the Air 
Co-ordinating Committee. 

The group, after traveling 20,000 miles 
around the borders of the country and to 
nearby territories, reported that legal re- 
quirements and bureaucratic policies are 
doubling the time necessary for many 
trips. Among the major problems they 
discovered: 

A complicated system of issuance and 
requirements for passports, visas and 
health cards. 

Outmoded regulations requiring that 
the flight captain personally handle in- 
numerable documents that could be taken 
care of by others. 

Lack of adequate personnel for federal 
inspection staffs. 

Lack of adequate ground facilities for 
housing inspection services. 

Laws penalizing air carriers that bring 
in travelers denied admittance to the 
United States, even though they have 
visas issued by American consuls abroad. 

Recommendations made as a result of 
the survey are based on the proposal 
that “calculated risks” must be taken to 
expedite air travel. The team asks that 
regulations be framed to serve the con- 
venience of legitimate and healthy trav- 
elers rather than to catch the 1 per cent 
it classes as “undesirable.” 

A new suggestion is for abolition of 
visas in the Western Hemisphere through 
a series of bilateral agreements. 

The committee already has proposed 
an “international air-travel card” to re- 
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BARRIERS TO WORLD AIR TRAVEL 


3% HOURS 

are consumed by the traveler 
in getting clearance for 
the flight from Los Angeles 
to Mexico City. Time of 
the flight is 6% hours 


place passports and visas in all countries. 
But this recommendation has met with 
little enthusiasm in the VU. S. State 
Department. 

Standardization of rules governing 
overtime pay of federal inspectors also is 
recommended. Public health officers and 
agriculture inspectors receive no overtime 
for working on Sundays or holidays, while 
customs and immigration personnel are 
paid extra. The committee says this differ- 
ence disrupts morale and slows up inspec- 
tions at airports. 

Another proposal made to the U.S. 
Government is for the establishment of 
“free airports of entry.” These would 
serve for passengers as free-trade zones 
are used for steamship cargoes that are 
to be transshipped out of the United 
States. 

Under the proposal, air-line passengers 
who were merely changing planes in the 
United States and going on to destina- 
tions outside the country would be re- 
lieved of customs, immigration and health 
examinations. 

Such a zone now is being operated by 
the Eire Government at the busy airport 
at Shannon, fueling point after many 
transatlantic flights. Hotel and restaurant 
accommodations are available and pas- 
sengers need not leave the area. 

q@ A start on specific improvements in 
American procedure has been made as 


takes him to all the 
countries of Latin America 





a result of administrative action in some 
cases that do not require new legislation. 

Passengers traveling from the Orient 
now are admitted to the United States 
without customs or immigration inspec- 
tion if they already have been cleared at 
Honolulu, Hawaii, or Anchorage, Alaska. 
An effort is being made to add Puerto 
Rico to that list of clearance points. 

Arrangements have been made with 
the Mexican Government for joint inspec- 
tion of aircraft, passengers, baggage and 
cargoes at Brownsville, Tex. 

Reciprocal agreements have been 
made that eliminate the requirement of 
crew lists in Canada, Newfoundland and 
the French islands of St. Pierre and 
Miquelon. 

The Customs Bureau has delegated to 
collectors in the field authority to desig- 
nate special “airports of entry” in the 
case of emergency landings by aircraft 
coming from another country. 

At 25 fields in the United States and 

Puerto Rico, special committees of air- 
craft operators and federal inspectors 
have been set up to co-operate in the 
clearance of planes. 
@ Growth of paper work required for 
international travel has been intensified 
since the First World War, when many 
countries increased requirements for se- 
curity reasons. Those regulations have 
not been relaxed. 
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Air-line officials claim that some of 
the examinations are not so troublesome 
for steamship travelers, who can undergo 
immigration and health inspections be- 
fore their vessel docks. But such require- 
ments create aggravating delays for those 
who travel by plane. 

@ The prospect is that simplification of 
travel requirements for international 
fights will be a piecemeal process. The 
American businessman going after world 
trade on air journeys may have to con- 
tend with delays for some time to come. 

The U.S. Congress, intent on govern- 
mental economy, may be reluctant to 
provide additional inspectors for the cus- 
toms, immigration, public health and 
plant quarantine services. 

Faced with more pressing problems, 
the Congress is likely to be slow in pass- 
ing new laws to streamline air travel. 
When the job is tackled, it cannot move 
too rapidly. Many changes will have to 
be made in regulations that now cover 
1,600 pages of fine print. 

In the present state of world tension, 
difficulties may be encountered in nego- 
tiating international agreements. 

Some improvements, however, are 
probable next year. Plans are being made 
now to concentrate first on the major 
obstacles to fast travel. Ultimately, inter- 
national flights are likely to require little 
more than the actual flying time. 
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Tokyo 

Yaras and Co., steel firm at Los Angeles, is negotiating 
through Allied Headquarters with three Japanese steel mills 
for production of 40,000 tons of steel for export. Price in- 
volved, if the deal is closed, is estimated at $11 million. 
Yawata, Kawasaki and the Nippon Steel Tube Co. have ca- 
pacity to fill the order but lack raw materials. Efforts are being 
made to obtain coking coal from Canada and the United 
States, iron ore from Hainan Island, heavy oil from the United 
States and magnesium clinker from Russian-dominated 
Dairen. Yaras proposes to have the Japanese mills manufac- 
ture the steel for sale outside Japan. 


o 90 *O 
New York 


Two 22%-knot vessels, each capable of carrying 937 pas- 
sengers, are planned by the American Export Lines for its New 
York-Mediterranean service. Estimated cost of the two vessels 
will exceed $40 million, of which 50 per cent is expected 
from the U.S. Government as construction-differential under 
the Merchant Marine Act of 1936. 

° 0 0 
Montreal 

The Government of India has ordered 150 locomotives 
from the Montreal Locomotive Works and Canadian Loco- 
motive Co. for $13 million. The Canadian Government’s as- 
surances that steel would be made available helped the Ca- 
nadian manufacturers get the order. Locomotives will be 
shipped from Montreal, Halifax and New York. Montreal will 
build 90 engines and Canadian 60. Members of the Indian 
Purchasing Mission now are in Canada to place orders for 
other supplies and equipment. 

° 00 
New York 

Borg-Warner International Corp. will handle export activi- 
ties of the Asbestos Manufacturing Co., makers of brake lin- 
ings and other equipment for several kinds of American auto- 
mobiles. The agreement is part of a twofold program to 
expand AMCO’s exports and to supply Borg-Warner’s over- 
seas outlets with nationally advertised products. 


° 00 
New York 


American Overseas Airlines has revised its North Atlantic 
schedules and added a new service between Stockholm and 
Frankfurt via Copenhagen. The line provides a flight a day to 
London, Shannon and Frankfurt; three flights a week to 
Amsterdam, Stockholm, Helsinki and Reykjavik; two a week 
to Glasgow, Berlin and Copenhagen, and one a week to Oslo. 

° 0 Oo 
London 

Shell Transport and Trading Co. reports that the 1947 
program of Shell companies is expected to provide approxi- 
mately 30 million tons of crude oil. Availability of increasing 
quantities of crude oil will require an extensive program of 
refinery construction and expansion of present facilities. 
Processing of crude from Kuwait will require construction of 
two new refineries in England, one on the Thames and one 
on the Manchester Ship Canal; expansion of Pernis at Rotter- 
dam; and further plans for reconstruction of refineries in the 
Netherlands East Indies and British Borneo. Shell’s refinery 
capacity in the Caribbean area also is to be increased, includ- 
ing a new refinery now under construction in Venezuela. 
Plans are also under way for enlargement of the refinery at 
Haifa, in which Shell has a half interest. 
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ws Dispatches on Business 


Mexico City 

Mexico, which has limited imports of automobiles to save 
dollars, has set a quota of 20,000 units a year for domestic 
plants assembling automobiles from imported parts. This is 
less than three fourths of normal production. Five U.S. com- 
panies are affected: Ford, General Motors, Packard, Nash 
and Chrysler. Some report a shortage of transportation, espe- 
cially trucks, in Mexico, and anticipate that the quota will 
be abolished or increased next summer. 


° 0 0 
Tokyo 

American and Allied personnel stationed in Japan now have 
branches of three American banks to provide banking service. 
The Bank of America and the Chase National Bank of New 
York have reopened their Tokyo offices, joining the National 
City Bank of New York, which reopened nearly a year ago. 
None of the banks will provide service for any Japanese in- 
dividuals or companies. 


0°00 
New York 


Dictaphone Corp., manufacturer of dictating and recording 
machines, has acquired The Dictaphone Co. Ltd., of England 
as a wholly owned subsidiary. The British firm has been dis- 
tributor of Dictaphone products in the British Isles for more 
than 40 years. 

° 0 0 
San Francisco 

Five new C-3 freighters will be placed in service between 
the west coast of the U. S. and the east coast of South America 
by Moore-McCormack Lines within six months. Each vessel 
will accommodate 12 passengers in addition to cargo. The 
new ships will double the company’s prewar capacity in that 
service and will halve the time between ports. 

° 0 0 
London 

The British Transport Commission has organized six re- 
gional boards to take over administrative control of Britain’s 
railroads on January 1. The unified system will be known as 
British Railways and will be among the world’s largest, with 
52,000 miles of track and 635,000 employes. The new sys- 
tem’s trains will run 373 million miles a year, carrying 1,200,- 
000,000 passengers and more than 226 million tons of freight. 
The British railways that now will lose their identities are the 
London Passenger Transport Board; London, Midland and 
Scottish; London and North-Eastern; Great Western; and 
Southern. 

© 0 0 
Buenos Aires 

Argentine firms are preparing to set up for the first time an 
organization of their own to distribute meat in England. The 
Argentine Meat Producers Association(Corporacion Argentina 
de Productores de Carne), known as CAP, is negotiating for 
the purchase of the Smithfield and Argentine Meat Company’s 
plant in Argentina and of its distributing organization in the 
United Kingdom. The Smithfield plant at Zarate handles 2,000 
cattle and 8,000 sheep a day. The Smithfield firm had assets 
of $15 million in 1946. CAP shares are held by Argentine 
cattle raisers. 

© 0 0 
New Orleans 

The Argentine Ministry of Public Works, pioneering push 
towing in South America, is purchasing 10 welded steel sand 
and gravel barges, 10 covered hopper barges, and 3 push- 
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Operations Throughout the World 


towboats from the Dravo Corp. of Pittsburgh. Equipment will 
be used chiefly on the Parana, Uruguay and Paraguay rivers. 
The first towboat and its complement of barges has already 
been delivered in Argentina. 
° 0 0 

Buenos Aires 

South America’s first plant for the manufacture of penicillin 
is being erected at a cost of $5 million at San Isidro, outside 
Buenos Aires, by E. R. Squibb and Sons. M. W. Kellogg, 
Jersey City, will install the penicillin equipment. The plant 
will manufacture 324 billion units of penicillin a year. The 
Argentine Government's concessions to the new enterprise 
include free entry of machinery and a prohibition on imports 
of penicillin for three years after the plant begins production. 
The only other penicillin plant in Latin America, also op- 
erated by Squibb, is in Mexico City. 

° 0 0 

New York 

The Fiat automobile works at Turin, Italy, has established 
offices in New York to accept orders from Americans going to 
Italy. Cars will be purchased with dollars and delivered in 
Turin. License plates for three months will be provided for a 
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MADE IN ITALY: SCENE IN THE FIAT PLANT 


nominal fee, and ration coupons given for pleasure and busi- 
ness driving. Licenses are not renewable and the cars must be 
exported from Italy at the end of the three months. 
© 0 Oo 

New York 

The first shipment of 1948-model Austin automobiles has 
arrived from England and is being divided among dealers 
throughout the United States. All were built for the American 
market and have left-hand drive. First consignment consisted 
of only 30 cars, but 500 more are en route. Starting in January, 
Austin expects to ship 1,000 cars a month to American dealers. 


Amsterdam 

The Nederlands-Amerikaanse Fittingfabriek N. V. has 
been established by the Crane Co. of Chicago and the IJzer- 
Metaal-en Tempergieterij v/h B. Ubbink and Co. of Does- 
burg, the Netherlands, for the manufacture of pipe fittings and 
other castings of malleable iron for the Dutch market and for 
export. Equipment is being purchased in the United States. 

° 0 0 

New York 

Westinghouse Electric International Co. is shipping display 
models of table radios and radiophonographs to overseas dis- 
tributors by air. Shipments are tied in with advertising cam- 
paigns to help distributors get orders without waiting for 
regular deliveries by sea. Air express was used to permit de- 
liveries in advance of import restrictions and to beat the dollar 
shortage in many countries. Shipments have gone to South 
Africa, the Lebanon, Cuba, Panama, Colombia, Venezuela 
and Brazil. 


o 0 °9O 
London 


Britain’s three Government-owned air lines have made their 
annual reports to the Ministry of Civil Aviation. Figures will 
not be made public until the reports have been submitted to 
Parliament, but it is believed the lines will show a loss close 
to the $40 million subsidy granted. British South American 
Airways is believed to have made a small profit, but British 
Overseas Airways and British European Airways have sus- 
tained losses. 

° 0 0 
Minneapolis 

Minneapolis-Honeywell Regulator Co. has formed a sub- 
sidiary company, Honeywell A. G., in Switzerland, with head- 
quarters at Zurich, to handle Honeywell automatic controls 
and industrial recording and controlling devices made by 
Brown Instrument Company, Honeywell subsidiary. Other 
Honeywell subsidiaries are in England, Sweden, the Nether- 
lands, Belgium and Mexico. 

° 0 0 
New York 

Mackay Radio and Telegraph Co. has opened high-speed 
direct radiotelegraphic circuits between the United States; 
Havana, Cuba; and Surinam (Dutch Guiana). Radio Corp. 
of Cuba is handling the Havana end of the circuit, and the 
Government Communications Administration, Lands Tele- 
graaf Tlefoondienst Suriname, operates the Surinam terminal. 

° 0 Oo 
Montreal 

Canadian rye totaling one million bushels will be shipped 
from Portland, Maine, to France on five new ships nearing 
completion at Levis and Sorel, Quebec. Furness-Withy, Mont- 
real agents for the vessels, arranged for Canadian National 
Railways to transport the rye to Portland when it became 
certain that the ships would not be completed in time to load 
at Montreal before the St. Lawrence River was closed to 
navigation for the winter. 

° 0 0 
New York 

A bauxite transshipment plant near Port of Spain, Trinidad, 
is to be constructed for the Alcoa Steamship Co. at a cost of 
$5 million. When completed, it will enable large ore carriers 
to load their entire cargo in Trinidad. Now they can carry 
only partial loads over the mouth of the Surinam River and 
must complete loading from small shuttle ore carriers. 
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MEXICO’S BID FOR TRADE 


THROUGH BARTER DEALS 


Reported from 


Mexico is counting on barter 
to help cushion the effects of its 
dollar shortage. 

A Government commission is 
working on plans to exchange 
surplus goods for the things the 
country needs from abroad. 

In a few cases, satisfactory 
deals may be worked. out. But 
Mexico is unlikely to get many 


of the commodities it wants 
through barter. 
o oOo °*O 


The Mexican Government is experi- 
menting with barter as a means of de- 
veloping its commerce in a world 
short of hard money. The system is 
to be used as a bid for trade. 





MEXICO CITY 


“Through barter, Mexico hopes to get 
capital machinery, finished steel and some 
food products,” Richard A. Yahraes, staff 
correspondent of World Report says in a 
dispatch from Mexico City. “It is planned 
to handle most of the deals through pri- 
vate concerns—banks and licensed im- 
porters and exporters.” 

@ Advantages lie in the scheme, but 
they are theoretical now. 

Imports needed to raise Mexican living 
standards and to increase industrializa- 
tion would be obtained without having to 
pay out dollars. 

Markets would be found for ex- 
portable products that the United States 
does not want. Mexico would re- 
establish its position as a trader with 
countries outside the Western Hemi- 
sphere. Connections made now on a 
barter basis might become _increas- 
ingly important as world recovery pro- 
gressed. Thus, the Mexicans would di- 
versify their trade and become less de- 
pendent on the United States. 


~Three Lions 


SHAPING HANDMADE GLASS IN MEXICO 
Will anyone with steel to spare make a swap? 


26 .° WORLD REPORT 


@ Possible outlets for Mexican goods are 

being studied by a Government commis- 
sion. 

Latin America bought a lot of Mexican 
textiles and other manufactures during 
the war, paying mainly in dollars. Now 
Latin America, short of dollars, has re- 
duced its buying. But with the exception 
of Argentina, the economies of most 
countries in Latin America are similar to 
that of Mexico. Thus, prospects for bar- 
ter deals with them are not good. 

Canada, which stepped up trade with 
Mexico after the war, now has banned 
or restricted imports of most of the items 
the Mexicans could furnish. 

Japan was Mexico's best customer in 
the Orient before the war, but is not a 
good prospect for trade now. 

Europe is the best prospect. Countries 
there need products Mexico can export 
and produce things Mexico wants. 

@ Mexico could export a fairly wide 
range of products under barter arrange- 
ments. 

Minerals and metals stand high on the 
list. The United States buys large quan- 
tities of these commodities from Mexico, 
but, with the exception of petroleum, 
does not need all that Mexico can pro- 
duce. European countries need and want 
such things. 

Staple foods that Mexico could export 
would find eager takers in hungry Eu- 
rope. The Mexicans can spare coffee, 
chick peas, sugar and rice. Frozen and 
canned meat and fish are available from 
processing plants now being built or 
expanded. 

Manufactured goods that Mexico could 
furnish include such items as cotton tex- 
tiles, shoes, glassware, phonograph rec- 
ords and furniture. But Europe is not 
much interested in this sort of thing now. 
@ Negotiations for barter agreements 
are reported to have been started with 
Sweden, Czechoslovakia and Britain. 
Other countries are likely to be ap- 
proached. 

How far Europe will be willing to go 
with Mexico on a barter basis is uncer- 
tain, however. European countries want 
to sell for U.S. dollars. And many of 
them already have heavy commitments 
to deliver their exports elsewhere. Europe 
has few surpluses of the kinds of goods 
Mexico wants. 

Mexico may make a deal to furnish 
sugar to Britain as a credit on the bill 
owed to British interests for oil proper- 
ties that were expropriated. Arrange- 
ments may be worked out with a few 
countries on a basis of straight barter. 
But the chances are that the Mexicans 
will be unable to get many of the imports 
they want under barter agreements. 
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Private investment of U.S. dollars in Europe is to be stimulated. 

Talk now is of a Government guarantee for such new ventures. 

Idea is that the U.S. would contract with Marshall Plan countries for fair 
treatment of specific projects, sueh as steel plants, financed by private 
capital from America. 

Main points would be fair compensation in case an industry were to be 
nationalized and a guarantee that money earned could be returned to the U.S. 

If individual countries should break contracts on these points, the U.S. 
Government would make up losses to private investors. 

This proposal is to be hooked up with the Marshall Plan. Hope is that it 
will loosen up the flow of private dollars to Western Europe. Capital might go 
abroad at the rate of $3 billion a year if risks are cut down. 











Meanwhile, U.S. industry is branching out abroad--but not much in Europe. 

Direct investments abroad of Americans now total around $9 billion, com- 
pared with about $7 billion at the end of 1937. 

Growing barriers against imports in many countries give branches of U.S. 
firms new significance. Their sales are not affected by import quotas. 

But local laws and exchange controls often prevent sending back full prof- 
its to the U.S. Result is that earnings of many of these branch plants now have 
to be plowed back on the spot. Later, if world currencies get straightened out 
or the insurance plan gets under way, more profits will get back. 

But U.S. business abroad isn't doing badly at all. 

Last year, returns to U.S. owners, at $520 million, were the highest ever. 
Average return on investment seems to have been about 6 per cent. 

Half of the 1946 income was earned in Latin America; one fourth in Canada; 
the remainder in Europe and other areas. Ordinarily, earnings in Europe would 
be much more important. 

In general, American capital has been a bit leery of new operations in 
Europe. There have been nibbles, chiefly in Holland. But big expansion since 
the war has been in the British Dominions, the Middle East and Latin America. 


























To most of Latin America, the Marshall Plan seems a big opportunity..... 

Latin-American products, such as wheat, meat, wool, hides, cotton, sugar, 
coffee, fertilizer and minerals, will be in high demand in any Marshall Plan. 

For these products, Latin Americans figure on getting dollars. és 

What's more, they figure they can persuade the U.S. to put up funds to in- 
sure big production of what's needed. This might take the form of Support prices. 
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WORLD COMMERCE AND INDUSTKY-=-(Continued) 


Guaranteed markets plus guaranteed dollars for the next three and one-half 
years would spell prosperity for Latin America. 





U.S. may fall in line with these ideas--for a consideration. 

In return, the U.S. wants high-pressure output of strategic materials 
America needs, such as tin, tungsten, industrial diamonds, sisal. Attempts may 
even be made to put U.S. capital and methods into production of such materials 
in Latin America. A proposal of this sort will be made at the Pan-American con- 
ference to be held at Bogota during January. 

What this means is that the race for war materials is on again. That's 
also what is behind the scheme to ask Marshall Plan countries to pledge colonial 
production of natural rubber, tin, chrome, manganese in return for U.S. aid. 











Italy's lira now drops its false faceeeceee 

Devaluation brings it down to its true worth in the market place. 

This move is made possible by Italy's success in beating down prices at 
home. Deflation in Italy is helped by the new tax program now soaking up excess 
money at a surprising rate. | 

The deflationary policy will be strained by devaluation of the lira. 

Italian imports now will cost more lira. But coal and wheat, biggest items, 
are paid for by grants or credits from other countries. Italian Government will 
keep prices of these the same as before. That really amounts to a subsidy like 
Britain's on food. But right now it costs Italy nothing. 

Italian exports will cost outsiders less and should expand, if enough raw 
materials can be found to make into export goods. 

Devaluation is a gamble for Italy. Hope is that the lira will stabilize 
Soon. That will be possible only if the inflationary and deflationary aspects of 
the Italian picture balance out. 

















France, just now, could hardly try devaluation. French prices and wages 
Still are skyrocketing. The time isn't ripe. 

Britain won't devalue now. It's agreeing with several countries to guar- 
antee gold value of sterling. The hope is to restore confidence in sterling. 








The U.S. is thinking about sterilizing gold--just thinking about it. 

U.S. gold stocks are close to all-time highs. The $2% billion sent abroad 
Guring the war has been recovered. 

As gold stocks mount, the U.S. Treasury issues gold certificates against 
the new gold. This further inflates bank reserves and the credit base. 

Instead, the Treasury could sterilize the gold by paying for it out of the 
cash balance. That would be deflationary. But it's likely only in an emergency. 

Canada's subsidy for larger gold production is not going to spread to U.S. 
mines. The U.S. already has more gold than it knows what to do with. 











Russia again is to deliver grain to France at a crucial moment. 

By January 1, some 25,000 tons will be sent to France in return for goods. 

More than twice as much U.S. wheat will go to France in the same period. 

Russian wheat comes just as Communist-inspired strikes seek to strangle 
France. Further driblets of wheat will come from Russia, if the atmosphere in 
France appeals to the Kremlin. Otherwise, not. 

Strikes in Italy are less successful. No Russian wheat has been offered. 
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FIGHT FOR ORDER IN FRANCE 


Personalities 








Reported from PARIS 


SE OF MILITARY FORCE to meet Com- 
munist violence in France has been 
ordered by a mild-mannered financier, 
ROBERT SCHUMAN, who has become 
Premier because better-known French- 
men didn’t want the job. 

Troops of the regular Army now are 
taking over the job of French police. 
Soldiers have ousted Communist pick- 
ets to permit non-Communist Frenchmen 
to go back to work. 

The new Premier, given unusual pow- 
ers by a frightened Assembly, is trying 
to save the Fourth: Republic from the 
worst crisis in its brief history. 

@ Stopgap government in the midst of 
violence stirred up by Communists is 
Schuman’s aim. 

Men of more prestige than Schuman, 
like the Socialist leader Léon Blum and 
the independent ex-Premier, Paul Rey- 
naud, failed to form a Cabinet before 
Schuman was called for the job. Truth 
is that neither Blum nor Reynaud tried 
very hard. Nor did Gen. Charles de 
Gaulle, who may take over the Govern- 
ment if Schuman fails, throw all his 
weight into a demand for power. 

Few politicians, not even the Com- 
munists, are eager to govern France 
through a winter of strikes, violence, 
falling production and inflation. Schuman 
is willing to try. 

Until recently, few Frenchmen out- 
side his native Lorraine knew much 
about Schuman. Paris politicians con- 
sidered him only an able expert on fi- 
nance, wrapped up in economics. Over- 
night he became a man of action. 

Emergency action taken by Schuman 
has surprised even his followers. Com- 
munists, expecting an easy victory Over 
a new Premier, now are fighting for the 
very existence of their party in France. 

A few hours after Schuman took office, 
Communist labor leaders confidently de- 
manded a 35 per cent increase in base 
pay for all workers. Schuman refused. 

Strikes called and encouraged by Com- 
munists spread swiftly. About two mil- 
lion workers left their jobs. France's dis- 
tribution system slowed down. Industry 
was almost at a standstill. But Schuman, 
refusing to give in to the Communists, 
got power from the Assembly to call up 
more troops to keep order. 

Schuman now holds more power than 
any other Premier has had since France's 
liberation. He can send Communists to 


jail for five years if they prevent workers 
from going to jobs. Saboteurs now are 
liable to 10-year sentences. Any group 
that encourages sabotage can be fined as 
much as $84,000. And Schuman is seeing 
that the law is enforced. 

Communist infiltration into the ranks 
of the Republican Security Guard has 
worried previous governments. In Mar- 
seille, two battalions of the Guard were 
dissolved for refusing to take action 
against Communists battling police. But 
Schuman is relying on the French Army, 
not on the Guard. 

Troops and armored cars now are sta- 
tioned at the entrances to mines and fac- 
tories once blocked by Communist pick- 
ets. Most troops are professionals drawn 
from the 540,000 under arms in France 
and the French zone of Germany. 

Communists are urging Frenchmen to 
refuse to obey the call to arms. Schu- 
man’s reply is an order to arrest, on 
charges of rebellion, all Communists 
caught at this effort. In addition, the 
Premier sent troops to close seven Com- 
munist newspapers. 

A split in labor is wider than ever as a 
result of Schuman’s determined action. 
Communists, controlling the leadership of 
the General Confederation of Labor, are 
risking the loss of rank-and-file support. 
Socialist labor leaders, breaking openly 
with Communists for the first time since 
the war, are urging all strikers to go back 
to work, . 





~Keystone 


PREMIER SCHUMAN 
For public—and personal—austerity 


Schuman’s plan is to wreck the Com- 
munist control of labor by requiring 
unions to hold elections under a secret 
ballot. Communists prefer open voting. 
Party members are policing open elec- 
tions with threats and pressure tactics, 
but many secret elections in unions have 
gone against Communist candidates. 

Trouble ahead for Schuman’s Govern- 
ment is certain. He has challenged the 
Communists, but has not yet broken their 
grip on the French economy. Coal pro- 
duction, vital to French recovery, may re- 
main at a standstill for months unless 
Communists agree to go back to work. 

Dollar aid from the United States is 

scheduled: to keep the relief pipe line to 
France full until spring. France is to get 
$328 million of the proposed stopgap ap- 
propriation of $597 million. But if the 
Communists succeed in keeping France 
in chaos, dollars may run out before the 
European Recovery Plan gets under way. 
In the end, Schuman may be forced to 
negotiate with Communists. 
@ Stopgap Premier Schuman has long 
been urging France to follow Britain’s 
lead in a program of austerity. Under 
normal conditions, Schuman’s first act on 
becoming Premier might have been to 
drive through the deflationary measures 
he has championed. But before he can 
undertake his financial program, he must 
restore order. 

A mau of wealth, inherited from his 
family in Lorraine, Schuman was born 
61 years ago in the Grand Duchy of 
Luxembourg. He practiced law in Lor- 
raine, then a part of Germany. During 
the recent debates in Parliament, a Com- 
munist said that Schuman had worn the 
German uniform in World War I. But 
Schuman replied that his “German uni- 
form” had been prison garb. The Ger- 
mans had jailed him for refusing to join 
their armies. 

No one has challenged Schuman’s po- 
sition in World War II. He had been a 
deputy in Parliament since 1919 and was 
Under Secretary for Refugees when the 
Germans captured him in 1940. He was 
jailed in Germany, but escaped. To the 
end of the war he helped organize units 
of the underground in German-occupied 
France, while the Gestapo hunted him. 

Financial expert of his party, the Pop- 
ular Republicans, Schuman became 
chairman of the Finance Commission of 
the Constituent Assembly in 1945. 

Frugality and austerity is Schuman’s 
program not only for France, but for 
himself. He is a widower with no chil- 
dren, and he takes all his meals at the 
Assembly restaurant, where prices are 
among the lowest in Paris. He drinks no 
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wine and invariably presents the waiter 
with his bread ration tickets at each meal. 

When he became Finance Minister in 
July 1946, Schuman moved into a one- 
room apartment in the Finance Ministry. 
There he keeps the rare books on inter- 
national law that he collects as a hobby. 

In September 1946, Schuman went to 
Washington as the French delegate to 
the meeting of the Governors of the 


World Bank and Monetary Fund. He put 
in brief appearances at parties given for 
the delegates, but spoke little. 

Ambition of the new Premier is to hold 
his Government together long enough to 
push through a program for stabilization 
of the franc. But Schuman’s success in 
the immediate future is to be judged by 
his ability in holding down Communist 
strikes and violence. 


Future of Japan’s Emperor 


Reported from TOKYO 


APAN’S Foreign Office is starting a 
campaign for peace terms that would 
restore full sovereignty to the defeated 


Empire. The outcome will affect the. 


future status of the man millions of Jap- 
anese still regard as their spiritual and 
temporal ruler, EMPEROR HIROHITO. 

The peace terms Japan wants (see 
pages 18 and 33) would enable Tokyo 
to reverse the democratic reforms im- 
posed by Allied occupation, including 
those curbing the powers of the Emperor. 
@ Divinity was renounced two years 
ago by Hirohito, but not by the Japanese 
people. The policy of General Douglas 
MacArthur’s Headquarters has been to 
reduce the Emperor to the status of an 
ordinary mortal, a limited and constitu- 
tional monarch, like the King of England. 
But ancient traditions about the Emperor 
hold sway over the beliefs and emotions 
of most Japanese. 

The bulk of the Japanese people still 
regard Hirohito as divine, the Son of 
Heaven, descendant of the Sun Goddess. 
Occupation Headquarters’ chief adviser 
on religion, W. K. Bunée, recently de- 
clared: “Let’s face the facts. The Japanese 
people still worship the Emperor.” 

The new Japanese Constitution is sup- 
posed to strip the Emperor of all political 
power. It stipulates that sovereignty re- 
sides not in the Emperor, but in the 
people. The Emperor, it says, is merely a 
“symbol of the state.” 

But when Hirohito appeared publicly 

for a few minutes last spring to give his 
blessing to this document, women wept 
and crowds surged through police cor- 
dons to pay homage to their ruler. 
@ The man who calls forth such dem- 
onstrations from the Japanese people ap- 
pears to Western eyes, and even. to some 
Japanese, as a somewhat ridiculous figure. 
One Japanese reporter, after an unprece- 
dented press conference with Hirohito, 
wrote: 

“The Emperor had on a winter suit, 
badly in need of pressing and a bit 
soiled at the neck . . . His battered felt 
hat was worn at the peak and his brown 
shoes were scuffed . . . In his conversa- 
tion with the reporters (he) showed a 
a slight stammer.” 

World Report's staff correspondent in 
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EMPEROR HIROHITO 
Still a god to millions 


Tokyo, Joseph Fromm, says Hirohito 
“has overcome to some extent the twitch 
he suffered a year ago every time he made 
a public appearance, but he still is ut- 
terly lacking in stage presence. 

“When I traveled with the Emperor 
last year,” Fromm says, “I saw an un- 
happy little man with an egg-shaped head 
and hunched shoulders. Dazed before 
crowds, his main gesture was to grab his 
felt hat, raise it a few inches and snap it 
back on his head. 

“Recently, when I saw the Emperor at 
a ceremony in the Imperial Plaza, he 
seemed to be suffering a bit less from 
shock, but not much. Officials of lesser 
rank had servants take their umbrellas, 
but Hirohito clung desperately to his. He 
trotted out on the stage and stood before 
the cheering crowd for a minute, holding 
his hat over his head in his usual gesture. 
Then he fled back to his limousine.” 

@ Public appearances of the Emperor 
are encouraged by Allied Headquarters 


in an effort to “humanize” the man before 
whom Japanese traditionally used to avert 
their eyes. More Japanese have seen the 
Emperor since the occupation began than 
in the preceding 44 years of his life. 

Hirohito has toured the country, visit- 
ing bombed areas, factories, farms and 
baseball games. He has been photo- 
graphed watering his garden, puttering 
in his laboratory, playing with his son 
and having his wife brush his hair. 

Despite this and his lack of regal 
bearing, whenever the Emperor appears 
in public he is greeted by banzai cries 
from his devoted subjects. 

“During Hirohito’s last tour of the 
provinces,” says World Report's Tokyo 
correspondent, “a crowd in Wakayama 
Prefecture tried to lift his limousine like 
a mikoshi—a portable shrine. The people, 
overwhelmed by the sight of the Em- 
peror, managed to get the car off the 
ground before the fenders and body 
buckled. 

“Similar scenes occurred at Kyoto and 
Osaka. Wherever the Emperor appeared, 
thousands of Japanése lined the roads. 
As His Imperial Highness passed, tears of 
emotion streamed down the faces of men 
and women alike.” 

@ Financially occupation reforms have 
hit the Emporor hard, but he still is far 
from impoverished. Until recently, the 
Emperor was the richest man in Japan. 

A few months ago a capital tax took 
about 90 per cent of the Emperor's 
wealth. But he still keeps the Kyoto 
Palace, the Akasaka Detached Palace, the 
Imperial Mausoleum, the three Imperial 
villas at Numazu, Hayama and Nasu, and 
part of the Imperial Pasture at Sanrizuka. 

Hirohito also retains his “personal 
effects,” including Imperial relics and 
art objects, a cocoonery, a_ biological 
laboratory and the clothing of the Im- 
perial family—114 outfits belonging to 
the Emperor, 130 belonging to the Em- 
press and 40 belonging to the Crown 
Prince. 

@ Criticism of the Emperor may now be 

voiced legally in Japan, as a result of a 
new criminal code which eliminated for- 
mer laws of lese majesty. But like the 
democratic provisions of the new Consti- 
tution, this reform has to be forced 
through the Diet by pressure from Occu- 
pation Headquarters. 

The new code was opposed until the 
end by the ultraconservative Libera! 
Party, headed by former Premier Shigeru 
Yoshida. Prefectural papers throughout 
Japan charged the present Socialist Gov- 
ernment with “neglecting the people’s 
feelings” in sponsoring the measure. 

The struggle over lese majesty, like the 
secret “peace terms” drafted by the For- 
eign Office, points to the possibility that, 
when Allied troops leave, Japanese poli- 
ticians may again seek to capitalize on 
Emperor worship to gain the obedience 
of the people to their plans for Japan’s 
future. 








EONS 


ert 


Ne A ir BN 


ha peblt eth Race at DONE ot anahis 


evn 


7 ye Le 





2 dS, Ae SE Oe atte 


= 
oe al " 


oe) shea? 


yh be ie eg ote Pay 





mea at ste La. : » 
enn Pl cet OP at Snare er Dy neeersibto den tp bagi as er” en mets 


C6 Nee ED 84 


kate Rd ob eid —— 


CEN ch ENS: 





We Alogi eal gee 


netonar 





Life Around the World 


Whaling time south of equator draws ships 
of dozen nations in quest of rich prizes 


BUENOS AIRES 
| ke WHALING TIME south of the equator. 

The whaling fleets of a dozen nations 
are racing for the world’s richest whale- 
fishing area, the millions of square miles 
in the Antarctic region. 

In a world starved for fats, whaling has 
become something more than a tale of 
Moby Dick. Whales not only provide oil 
for soap. Large quantities of oil are re- 
fined for margarine. Whalebone is used 
for fertilizer. Children are taking whale- 
liver oil in increasing quantities instead of 
the traditional cod-liver extract. And in 
some parts of the world, like England, 
where meat is at a premium, whale steaks 
have become a delicacy. 

Argentina produces enough steer beef 
to provide its people with 300 pounds of 
meat a year, per capita, so whale meat 
doesn’t have a chance here. But the Ar- 
gentines have put whaling into their Five- 
Year Plan and intend to take a juicier cut 
of the lucrative business in their front 
yard worth $100 million a year. 

Argentina has been interested in whal- 
ing since 1903, when the Compania Ar- 
gentina de Pesca was formed. But Norway 
has always dominated the modern whal- 
ing industry. 

This year, some 17 floating factories 
are sailing the fishing grounds around the 
Falklands and its dependencies and the 
Antarctic, off the southeastern tip of Ar- 
gentina. Whaling also goes on in other 
parts of the world, but the South Georgia 
Island area down here accounts for more 
than all the rest together. 

South Georgia Island is the base for 
about 1,200 of the world’s 7,000 whale 
fishermen. British, Norwegian and Ar- 
gentine factories now operate there. The 
Norwegian fleet alone uses 3,000 men. 

Of the 17 floating factories, Norway 
operates 9 this year. Britain owns 3, the 
Netherlands 1 and South Africa 1. Russia, 
more interested than ever in South Polar 
whaling, has one floating factory, the 
Slava, in the area. And Japan, in spite of 
protests by Britain, Australia, New Zea- 
land and Norway, is sending a two-ship 
expedition, approved by General of the 
Army Douglas MacArthur, the “Yankee 
Shogun” of Japan. 

A small-scale “whale rush” is on this 
year, not only by countries experienced in 
whaling but by nations that had never 


thought much about the business. The 
take is attractive, the world needs fats 
and the Antarctic offers the best fishing 
grounds. 

Sweden built fat refineries during the 
war and now needs whale oil to keep 
them going. U. S. whalers haven’t delved 
into the Antarctic much recently, but 
now they're interested. The Russians are 
using some reconditioned German ships 
equipped with Swedish machinery. 

This year, there are political reasons 
for whale hunting, too. Several countries 
are staking out claims to the Antarctic 
regions, for reasons of strategy, prestige 
and perhaps uranium. Whaling operations 
may help support a case for sovereignty. 

But old-timers point out that whaling 
isn’t simply a matter of getting a ship and 
going out and catching whales. It’s a 
highly skilled, complicated pursuit, made 
more complex by modern scientific devel- 
opments. It’s also expensive. A floating 
factory costs at least $6 million and hunt- 
ing ships and equipment run into $2 mil- 
lion more. Skilled crews are hard to find 
these days, and inexperienced ones just 
don’t have a chance. 

The Norwegians have always had the 
biggest pool of whaling crews. But the 
Norwegian Government now forbids its 








citizens to work for foreign companies 
that did not engage in whaling before 
the war. An exception was made for the 
British, who could not carry on without 
their Norwegian crews. 

Britain and Norway have been both 
partners and competitors in the business. 
The first man to start whaling in the Ant- 
arctic was said to be a Norwegian named 
Capt. C. A. Larsen. After a few sealing 
trips to the Antarctic, he tried to raise 
funds in Norway for a whaling expedi- 
tion, but failed. 

Upon his return to Buenos Aires, he 
interested some Argentine friends and 
helped organize the Compania Argentina 
de Pesca in 1903. The next year, the com- 
pany began whale hunting from a station 
at Grytviken in South Georgia, using the 
Fortuna, then the largest whaler in the 
world, all of 160 tons. Later, the Nor- 
wegians set up whaling stations in South 
Georgia, the South Orkneys and South 
Shetlands. 

Britain had annexed the Falklands and 
these island dependencies—an act that 
the Argentines still-don’t recognize. They 
insist on referring to the Falklands on 
Argentine maps as Las Malvinas. The 
British, however, have issued limited 
whaling concessions and earned quite a 
bit on dues. | 

Under the traditional whale-hunting 
system, used for centuries, whales had to 
be towed to factories on shore after being 
harpooned. But in modern whaling, in 
effect since 1925, the so-called “pelagic,” 
or open-sea, method of catching is used, 
and no land station is necessary. Under 
the pelagic system, the mother ship has a 
slipway that enables the catch to be 
hauled on deck to be flensed, dissected 
and processed. 

Naturally, this method createa a revo- 
lution in whaling, and strong competition 
in the business threatened to make the 
mammals as scarce as the buffalo. Norway 
and Britain, later joined by other coun- 
tries, then drew up protective regulations. 
They limited the whaling season, fixed 
quotas and made other rules. 

Now’: represented in the whaling con- 
ference are Argentina, Australia, Brazil, 
Canada, Chile, Denmark, France, New 
Zealand, Norway, Peru, Russia, Britain 
and the U.S. 

The international conference now fixes 
the maximum catch by any one nation at 
16,000 blue-whale units per season. This 
is a measure of the oil that can be pro- 
duced from a 70-foot blue whale—with a 
total yield of about 200,000 tons of oil. 
The season this year runs from Decem- 
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ber 8 to April 15. However, the interna- 
tional convention permits catching of 
sperm whales before the season opens. 

The 16,000-unit catch normally means 
more than 1,280,000 barrels of oil—allow- 
ing for at least 80 barrels a whale—or 
549,184,000 4-ounce bars of soap. Toilet 
soap is about two-thirds oil. 

Last year, Norway's 16,000 blue-whale 
units yielded 1,868,999 barrels of oil, 

- worth more than $120 million. The Brit- 
ish Ministry of Food is buying Norwegian 
whale oil this year at $360 a ton. 

Because of the shortage of animal fats 
and vegetable oil, a greater percentage 
of blubber also has been refined for manu- 
facture of margarine. In terms of margar- 
ine, the 16,000 whale units would provide 
enough to feed five million persons half 
a pound a week for a year. 

Before the war, outlaw nations like 
Germany and Italy ignored international 
conventions in their desperate search for 
fats. The Japanese even killed whale 
calves, violating a rule accepted by most 


civilized governments. This is one reason 
for the opposition to General MacArthur's 
edict permitting the Japanese to resume 
their activities with two floating factories 
and 14 whaling boats. 

Some authorities have suggested a five- 
year ban on whale hunting to check the 
steady decline, but the world-wide short- 
age of fats has made this impractical. 

At present, the largest floating whale 
factory is Norway's new Kosmos III. 

But Argentina, not to be outdone, is 
planning the largest whale-factory ship 
in the world. Construction is to begin 
soon in the United Kingdom. 

The Compania Argentina de Pesca says 
that this whaling ship will displace 32,000 
tons and may cost about $10 million. The 
ship will carry Walrus amphibian planes 
for spotting whales. The planes will be 
launched by catapult and kept in a 
hangar in the stern. 

The name of the biggest ship for hunt- 
ing the biggest mammal? The Juan Peron. 

B. S. R. 


American G. I.’s are helping German youth 
by providing good times as well as training 


LANDSBERG, GERMANY 
1 gaersg GIRLS are dating German boys 
again. 

American G.I.’s and officers still take 
their frduleins to clubs and snack bars 
designated by the Army. But an earnest 
group of teen-agers is trying to build a 
normal life without the taint of “candy- 
bar’ fraternization. —. 

Organized into clubs in the U. S. zone, 
these young Germans are studying de- 
mocracy, trying to figure out future ca- 
reers, going into problems of government, 
running their own newspapers and, in 
addition, trying to have a good time. 

The club here, 20 minutes outside 
Munich, is an American Air Force project. 
It overlooks a beautiful lake. From it, 
on clear days, the Bavarian Alps can be 
seen. Twenty boys form a_ charter 
unit, and other lads and their girls come 
as guests. 

The boys were having their regular Fri- 
day night dance when I walked in. The 
music was gay, mostly American swing 
played by a Munich band, although the 
club is working to form its own orchestra. 
Couples moving across the floor of what 
was once a Nazis living room, in a 
bungalow-type home, were neat, clean, 
laughing. They looked much the same as 
an American high school or college fresh- 
man group and apparently were having 
just as much fun. 

Off the dance floor, groups chatted and 
joked in a library and in sitting rooms. A 
few sipped soft drinks or tea and ate 
cookies. The “treat” was handled spar- 
ingly. A gift from friendly airmen, the 
quantity of refreshments was small and 
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the gang seemed to want to make them 
last, perhaps for another evening. 

The most striking aspect was that, ex- 
cept for three visitors, the only American 
present was an Air Force captain who 
acts as adviser. With so many good- 
looking girls around, the place would 
have been crowded with “wolves” if 
there had been half a chance. But this 
club is strictly for German youth. 

“We owe a lot to the captain,” one 
told me. “Without him, we never could 
have had this place. He advised and 
helped us, and we went to work to clean 
the house, build and scrounge for furnish- 
ings. We've a long way to go yet, but we 
are improving every day. Tonight, we 
are proud of our new curtains there at 
the big window. The mother of one of the 
boys was so pleased with the club that 
she gave us the curtains.” 

Parental co-operation has been an im- 
portant help to the club. In many areas, 
especially in Bavaria, adult resistance 
handicaps efforts to aid youth. In this 
club, the mothers come regularly for 
afternoon tea to discuss plans for the 
winter program. It is hoped that the pro- 
gram will include a ski hut in the moun- 
tains for use on week ends. 

The charter membership of 20 is to be 
increased, but slowly. The 20-year-old 
president explained: “We are just start- 
ing, and we want to build a good club 
that can do something worthwhile. It is 
something like a fraternity. Most visitors 
you see here are candidates. To become 
members, they must be nominated by 
three of us, and, after a trial period, win 
a unanimous vote of acceptance.” 





A 19-year-old, after showing the mim- 
eograph “printing press” on which the 
editors had worked all night to get out 
the club newspaper, gave me some idea 
of the membership. 

“Most of us are of university age,” he 
said, “but it still is difficult to get in be- 
cause of crowded conditions. Older 
youth, who went to war before complet- 
ing their studies, are getting first chance, 
and we younger ones must wait. Those 
who can are going to work. 

“I, for example, am learning how to be 
a mechanic and studying salesmanship in 
a garage that normally handles American 
cars. The American company hopes to 
resume its prewar practice of training 
employes in its own factory, so I may 
have a chance to go to the States for a 
time. I will then have a worthwhile trade, 
although I still want to go to the univer- 
sity and will do so when it is possible.” 

The club is undoubtedly an exception- 
ally good one. Others I saw, near Frank- 
furt, are more poorly housed, are in 
shabbier neighborhoods and have mem- 
bers from low-income groups. But youth 
organizers agree that the teen-age bracket 
is one of the most important to be reached 
in helping to build a peaceful Germany. 
Membership is fairly evenly divided as to 
sex, in contrast to the brackets above 22 
in which the war took its toll of men. 

Having grown up under the Nazis, the 
most vivid recollection of the teen-agers 
is that of Nazidom’s collapse. Educators 
think that this memory can be a potent 
factor in shaping their thinking. The ones 
I visited, at any rate, seemed to be as 
democratic, in bearing and conversation, 
as most Americans I know of the same 
age. 

What lies ahead, however, is uncer- 
tain. The Army and Air Force are reach- 
ing only a few youths through clubs. 
Military Government is reluctant to grant 
housing to new groups, preferring to let 
them rely on previously established Ger- 
man youth organizations. T. H. 
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THE TYPE OF PEACE JAPAN WANTS 


Text of Foreign Office’s secret proposals for submission to Allied powers 


(Full text of a secret document, never before published, 
prepared by the Japanese Foreign Office for use in modi- 
fying the peace terms that the Japanese expect the Allies 
to propose. The document, published here in an English 
translation obtained by World Report in Tokyo, carries 
the title, “Preparatory Measures of the Japanese Govern- 
ment for the Presumed Conditions Which the Allied 
Powers Will Present at the Japanese Peace Treaty Con- 
ference.”) 


|. Territories To Be Returned 


A. Territories (Probable Conditions of the Allied 
Powers) 


1. Formosa and Hoko (Pescadores) islands will be returned 
to China as stipulated in the Cairo and Potsdam declarations. 

2. Southern Sakhalin and the Kurile islands will be re- 
turned to the Soviet Union under terms of the Yalta Agree- 
ment and the Potsdam Declaration. 

(Japanese counterproposals) 

1. None. 

2. Japan must make clear that she did not secure possession 
of the Kurile Islands by any aggression whatsoever. At least 
the Southern Kuriles, Habomai and Shikotan islands (the 
latter off Northern Hokkaido), must be left as Japanese 
territories. The Northern Kuriles must be placed under United 
Nations trusteeship at most. 


B. Nationality (Probable Conditions of the Allied 
Powers) 


1. Formosa and Hoko islands 

(a) Japanese nationals residing in these returned terri- 
tories all will be repatriated to Japan. Those who remain 
by request of the Chinese Government shall be allowed 
to retain their Japanese citizenship. In the latter case, 
it may be possible to apply the citizenship clause per- 
taining to transferred territories as written in the Italian 
Peace Treaty. 

(b) Formosans residing in Japan will be given Chi- 
nese citizenship. 

2. Sakhalin and Kurile islands 

(a) Japanese nationals residing in Soviet territories 
may be required to become Soviet citizens and may not 
be permitted to be repatriated. However, they may be 
granted the right of choice. 

(Japanese counterproposals) 
1. Formosa and Hoko islands 

(a) We hope that Japanese nationals remaining in 
these territories (Formosa and Hoko islands), by request 
of the Chinese Government or by other unavoidable rea- 
sons, will be granted freedom of choice concerning citi- 
zenship. 

(b) Formosans residing in Japan will be granted Chi- 
nese citizenship with the conclusion of the peace treaty. 
However, the clause pertaining to compensation for 
properties belonging to Allied nationals shall not be ap- 


plied retroactively to Formosans after they have obtained 
Chinese citizenship. 
2. Sakhalin and Kurile islands 

(a) Japanese nationals residing in Sakhalin and the 
Kurile islands should be granted the right of choice of 
citizenship and should be given the liberty of being repa- 
triated. For those who choose Soviet citizenship, we hope 
that the Soviet Government will respect the basic free- 
doms and civil rights regardless of differences in race and 
language. 


C. Economic Conditions (Probable Conditions of 
the Allied Powers) 


1. Formosa and Hoko islands, Sakhalin and Kurile islands 
(a) All Japanese public and private properties in 
these returned territories will be taken over by the recog- 
nized governments. These properties possibly may be 
counted as part of reparations. 
(Japanese counterproposals) 
1. Formosa and Hoko islands, Sakhalin and Kurile islands 
(a) Japanese nationals who remain in these territories 
will be given equal status with other foreign nationals. 
Private properties, which they have obtained legally, will 
be protected and respected. Japanese nationals choosing 
to be repatriated shall be permitted to carry with them a 
reasonable amount of property. 


ll. Territories To Be Conceded 


A. Territories (Probable Conditions of Allied 
Powers) 


1. Japan must relinquish sovereignty over islands desig- 
nated by the Allied powers (under Article VIII of the Potsdam 
Declaration). The Allied powers may decide to place these 
islands under U.N. trusteeship (Article 77, Clause 1 of the 
United Nations’ Charter) or under some other form of trustee- 
ship. It is also possible that the Allied powers may determine 
the disposition of these islands by separate agreements. 

2. The territories to be conceded shall consist of Okinawa, 
Southwestern Pacific islands, Ogasawara (Bonin) islands, and 
the islands neighboring Japan proper. 

(Japanese counterproposals) 

1. We will emphasize that Japan did not acquire possession 
of these islands through aggression and shall refer to the non- 
expansion policy of the Allied powers as stated often in the 
Atlantic Charter, the United Nations Charter, etc. We will try 
to minimize the number of islands to be taken from Japan. 

2. If the Allied power or powers should make positive de- 
mands to use these islands for military purposes, we should try 
to retain them as our possessions even by enduring, if neces- 
sary, the conditions of recognizing territorial easement rights 
in some form or other. In this case, payment shall be required 
for easement rights after a specified period. 

3. Every effort should be made to avoid concession of 
these islands. Rather we will try to have them placed under 
trusteeship. 
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B. Nationality (Probable Conditions of Allied 
Powers) 


1. Japanese nationals residing in the conceded territories 
shall become citizens of the nations to which the territories are 
conceded. Japanese nationals residing in territories placed 
under trusteeship shall become citizens of the trustee state 
which shall guarantee diplomatic protection. 

2. Japanese nationals above the age of 18 may be given the 
right of choice of nationality and may be allowed repatriation 
within a specified period. 

(Japanese counterproposals) 

1. We will recognize this on condition that only present 
domicile is considered for transference of citizenship. 

2. None. 


lll. Territories To Become Independent 


A. Territories (Probable Conditions of Allied 
Powers) 


1. The independence of Korea will be recognized as stipu- 
lated in the Cairo and Potsdam declarations. 

(Japanese counterproposals) 

1. Allied conditions recognized. 


B. Nationality (Probable Conditions of Allied 
Powers) 


1. All Japanese nationals shall be permitted to be repatri- 
ated. Those remaining legally shall be recognized as Japanese 
citizens. 

2. Koreans residing in Japan shall become Korean citizens. 

(Japanese counterproposals) 

1. Allied conditions recognized. 

2. Allied conditions recognized. 


C. Economic Conditions (Probable Conditions of 
Allied Powers) 


1. All Japanese private and public properties in Korea shall 
be relinquished under provisions of the Pauley Reparations 
Plan and by directive of the Commanding General, United 
States Army Forces in Korea. 

2. Japan shall return to Korea all objects of art, historical 
and religious articles and documents removed since the annex- 
ation of Korea to Japan. 

(Japanese counterproposals) 

1. None. 


2. None. 


IV. Political Matters 


A. Limitations on Sovereignty (Probable Condi- 
tions of Allied Powers) 


1. After the conclusion of the peace treaty, the present 
military occupation of Japan will be abolished. The present 
system subjecting Japanese sovereignty to the restrictions 
and directives of the Supreme Commander for the Allied 
powers will be abolished in principle. Particularly, the status 
of extraterritoriality now enjoyed by all Allied nations shall 
be abolished and normal diplomatic facilities shall be restored. 

2. Even after the cessation of the military occupation, part 
of the Allied military force may remain to guarantee fulfil- 
ment of terms of the Peace Treaty. Furthermore, a super- 
visory organ may be established in Japan to replace GHQ, 
SCAP. Particularly, Japan may be required to accept strict 
supervision by the United States, Great Britain, China and 
the Soviet Union to guarantee compliance with disarmament 
terms of the peace treaty. 

3. In addition to these measures, the Allied powers may 
insist that directives issued by the Supreme Commander in 
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regard to the control of Japan will remain effective after con- 
clusion of the peace treaty. 

(Japanese counterproposals) 

1. We will emphasize that, after conclusion of the peace 
treaty, the military occupation and control machinery should 
end; that the present system wherein the Allied powers restrict 
Japanese sovereignty and intervene directly in Japan’s political 
administration should be eliminated; and that full sovereignty 
shall be restored to Japan. If the Allied powers should insist 
upon the stationing of troops in Japan to guarantee fulfilment 
of terms of the peace treaty, we shall make it clear that this 
does not constitute continuance of military occupation. Re- 
strictions shall be stipulated concerning the period troops 
shall remain, the number of troops and the areas where they 
shall be stationed. In this event, the stationing of Allied troops 
in Japan shall not interfere with politics in general. 

2. We will oppose by every means the establishment of a 
supervisory organ which would be inconsistent with the re- 
covery of fundamental sovereignty. We shall insist that extra- 
territoriality for Allied nationals shall be abolished, although 
we are prepared to grant certain extraterritorial privileges to 
Allied nationals affiliated with troops stationed in Japan. These 
privileges, however, must not violate the principles of ac- 
cepted international law. 

3. The directives which have been issued during the period 
of occupation shall become null and void as directives. Na- 
tional laws which have been enacted in accordance with these 
directives shall remain effective until they are repealed. 


B. Supervision of Terms of the Peace Treaty (Prob- 
able Conditions of Allied Powers) 


1. During a specified period following enforcement of the 
peace treaty, a special supervisory organ composed of the 
principal Allied powers shall supervise fulfilment of terms of 
the treaty. 

(Japanese counterproposals) 

1. We shall oppose in principle establishment of spe- 
cial organs for the general supervision of terms of the peace 
treaty. Negotiations concerning compliance with treaty terms 
shall be conducted through ordinary diplomatic channels. 
Allied supervision to guarantee fulfilment of treaty terms will 
be unavoidable, but this should be limited to a council con- 
sisting of heads of the diplomatic missions of the Big Four 
powers similar to that provided for in the Italian Peace Treaty. 
The period during which this shall function shall be similar to 
the time limit stipulated in the Italian Peace Treaty, after 
which disputes pertaining to the treaty shall be referred to 
the International Court of Justice. 


C. Punishment for Treaty Violations (Probable 
Conditions of Allied Powers) 


1. The Allied powers may insist upon retaining the right to 
reoccupy Japan, impose economic restraints and discharge 
and punish responsible officials in the event of Japan’s failure 
to fulfill terms of the peace treaty. Furthermore, severe penal- 
ties probably will be provided for violation of the disarma- 
ment clause. 

(Japanese counterproposals) 

1. We will demand special provisions to guarantee Japan’s 
security in view of Japan’s status as a disarmed country. How- 


ever, we will not invite unjust negotiations such as the Nine 
Power Treaty. 


D. General Conditions (Probable Conditions of 
Allied Powers) 


1. We will be required to pledge renunciation of war, 
respect of civil liberties and guarantee of fundamental free- 
dems, and to become a member of the United Nations. 

(Japanese counterproposals) 
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1. In order to secure a guarantee of Japan's security, we 
desire to join the United Nations immediately upon accepting 
the above conditions. 


E. Special Interests of China (Probable Conditions 
of Allied Powers) 


1. All agreements in connection with the Boxer Rebellion 
will be revoked. 

2. All concessions granted by China to Japan will be re- 
turned. 

3. Claim to Kwantung will be abandoned. 

(Japanese counterproposals) 

None. 


F. Mandated Islands (Probable Conditions of Al- 
lied Powers) 


1. All Japanese mandated islands will be abandoned. 
(Japanese counterproposals) 
1. Recognized. 


G. International Agreements (Probable Condi- 
tions of Allied Powers) 


1. General treaties shall be restored in principle and Japan 
shall be required to recognize governmental reorganizations 
which have occurred in certain Allied nations. 

(Japanese counterproposals) 

1. Recognized. 


V. War Crimes 


A. Trial of War Criminals (Probable Conditions of 
Allied Powers) 


1. The war crimes trials in Tokyo and other places may 
continue. Besides completing the trials of those already in- 
dicted, Japan will be ordered to arrest other suspects and 
place them on trial. 

2. The Allied powers probably will continue to render 
verdicts for the time being. i 

(Japanese counterproposals) 

1. Japan will demand a clear statement of when the trials 
be concluded and will urge that war crimes suspects should 
not be tried in several different countries. 

2. We hope that trial and judgment will be undertaken 
by Japanese courts in the case of ordinary crimes committed 
in Japan and which can be tried under Japanese law. 


Vi. Police Force 


A. Restrictions on Police (Probable Conditions of 
Allied Powers) 


1. Secret police will be prohibited and the equipment of 
police personnel in general will be restricted. 

(Japanese counterproposals) 

1. There should be a distinction between armed policemen 
responsible for maintaining peace and order in the country 
and unarmed policemen responsible for the enforcement of 
traffic regulations, economic controls and other administrative 
functions. Treaty restrictions should apply only to armed 
police. Moreover, since we will not possess an army, we will 
make every effort to gain favorable consideration in regards 
to the. number of armed police. 


Vil. War Claims 
A. Reparations (Probable Conditions of Allied 
Powers) 


1. Japan will pay reparations to the countries specified by 
the Allied powers and will pay specified indemnities. 
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2. Japan will be required to compensate the owners of 
property seized for reparations. 

(Japanese counterproposals) 

1. As a fundamental principle, the removal of facilities will 
be limited to those which will not be necessary for the main- 
tenance of a peacetime economy. We will make every effort 
to retain those facilities necessary for Japan to maintain a self- 
sufficient peacetime economy. 

(a) Japanese properties in neutral countries will be 
exempted from reparations. 

(b) In other places outside Japan, we hope to have 
excluded from reparations consulates and other diplo- 
matic properties, properties of religious and charitable 
organizations, and business properties acquired abroad 
by Japan after the reopening of trade. 

(c) Reparations from current production must be 
considered on the merits and demerits of specific cases. 
In the event such reparations are to be paid, we anticipate 
that necessary production and transportation facilities will 
be spared; that supplies of necessary raw materials or 
sufficient foreign exchange to purchase these raw mate- 
rials will be provided; that payment of reparations out 
of current production shall begin after a fixed date; that 
after payments are completed, the production facilities 
shall not be removed, and that raw materials and certain 
products such as coal, cement, lumber, fertilizer, etc., 
will be spared from reparations. 

2. Through payment of the above reparations, Japan shall 
be relieved of responsibility for damage suffered by the Allied 
nations and the people of the Allied nations as a result of the 
war. Furthermore, Japan will resolve the question of compen- 
sating those whose property is taken for reparations with due 
consideration of Japan’s financial status and reconstruction 
of Japan’s economy. 


B. Allied Property in Japan (Probable Conditions 


of Allied Powers) 


1. Japan shall restore to the Allied nations all property 
owned by them at the time of the outbreak of the Pacific war. 
The Japanese Government shall bear all expenses incurred. 
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In the case of Allied nations who have suffered property losses 
due to air raids and other war causes, Japan may be required 
to provide compensation in the form of yen currency. The 
question of compensation for damage to property of Allied 
nationals in territories to be separated from Japan, or to be 
independent, may be covered in the reparations clause. 

(Japanese counterproposals) 

1. Even if the peace treaty requires return or recovery of 
properties owned by Allied nationals in Japan, we wish to be 
exempted, as a general rule, from compensation for properties 
which can not be returned or restored. However, if the Allied 
powers compel us to pay compensation for lost or destroyed 
properties, we will try to have the rate fixed as low as possible. 


C. Return of Property (Probable Conditions of Al- 
lied Powers) 


1. Japan will return properties taken by force or intimida- 
tion from Allied nationals. As to gold, silver and currency, 
either the original objects shall be restored or an equal amount 
in kind shall be returned to the Allied powers. 

(Japanese counterproposals) 

1. Japan hopes that the words “by force or intimidation” 
will be defined strictly and applied only to enemy property 
expropriated in violation of the provisions of international law. 
We hope also that the trophies of war, recognized by common 
law, also will be exempted from this category. 


D. Abandonment of Claims for Compensation 
(Probable Conditions of Allied Powers) 


1. Japan shall abandon all claims against the Allied powers 
for compensation for damages caused by acts of war. Japan 
may be required to abandon all war claims which have arisen 
since the outbreak of the Sino-Japanese Incident and possibly 
since the beginning of the Manchurian Incident. 

2. The Japanese Government shall be required to com- 
pensate those claimants in Japanese territories who incurred 
losses in complying with requisition demands of the Allied 
powers; or who have claims originating from causes other 
than war. 

3. Japan shall be compelled to abandon claims against all 
the Allied nations with which she severed diplomatic relations. 

(Japanese counterproposals) 

1. Japan shall reserve the right to press claims confirmed 
during the war by the Allied powers (e.g. the loss of the 
Awa Maru) as referred to in the special notifications trans- 
mitted to the Japanese Government through the Swiss lega- 
tion.* Japan does not abandon those claims for indemnification 
arising from unlawful acts committed by the occupation army 





*The Awa Maru, a Japanese hospital ship, was alleged by the 
Japanese to have been sunk by the Allies during the war in viola- 
tion of the rules of war. 


after Japan’s surrender. If some claims are justifiable due to 
special reasons, Japan will not abandon the right of such 
claims in all cases. Claims advanced prior to the outbreak 
of the Pacific war will not be abandoned. 

2. The Japanese Government shall be free to compensate 
Japanese nationals who have supplied materials and/or labor 
to the Allied nations. 

3. Abandonment of claims against the countries with which 
Japan severed diplomatic relations shall be avoided. 


E. Occupation Costs (Probable Conditions of Al- 


lied Powers) 


1. Japan may be required to pay all occupations costs 
whether incurred in Japan or in Allied countries and whether 
incurred before or after the peace treaty is concluded. 

2. Payment of expenses incurred in Allied countries for 
the maintenance of the occupation forces shall be covered, by 
priority, from Japan’s export accounts or Japan’s gold stock. 

3. There is a strong possibility that Japan shall be required 
to bear the costs resulting from occupation of territories to be 
separated from Japan, such as Korea, etc. 

(Japanese counterproposals) 

1. Occupation costs incurred after the peace treaty is con- 
cluded shall be borne. by the occupying powers. 

2. It may be unavoidable that Japan must pay yen expenses 
incurred before conclusion of the peace treaty. However, the 
balance of the occupation-force yen account and installations 
belonging to the occupation forces when the peace treaty is 
concluded shall be returned to Japan. 

3. As it has been utterly impossible for Japan to pay those 
expenses paid in advance by the Allied powers before the 
peace treaty, Japan wishes to be exempted from payment of 
occupation costs in territories to be separated from Japan. 


F. Economic Restrictions (Probable Conditions of 
Allied Powers) 


1. Japan shall be subject to Allied supervision as to the type 
and character of industry she shall be permitted to possess 
after reparations removals are completed. Only peacetime in- 
dustries shall be permitted. 

(Japanese counterproposals) 

1. Japan will do her utmost to confine restrictions only to 
war industries. We will try to maintain the entire economy on a 
basis essential to maintain a fixed living standard. 

(a) We wish to be exempted from any restrictions on 
foreign trade. 

(b) We will try to persuade the Allies to authorize 
four million tons of shipping, which is necessary to main- 
tain Japan’s economy. : 

(c) We will try to persuade the Allies to authorize air- 
craft for the development of the fishing industry and for 
coastal patrol. 





SOVIET-U.S. CLASH AT 


BIG FOUR MEETING 


Statements by Foreign Minister Molotov and Secretary of State Marshall 


(At the meeting of the Council of Foreign Ministers in 
London on Nov. 26, 1947, Soviet Foreign Minister V. M. 
Molotov charged the United States, Great Britain and 
France with being antidemocratic and imperialistic. 
World Report here publishes the text of Foreign Min- 
ister Molotov’s speech, the text of U. S. Secretary of State 
George C. Marshall’s immediate reply and the text of a 
statement made by Secretary Marshall on Nov. 27, 1947.) 
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By Foreign Minister Molotov 


W* HAVE DECIDED to examine six questions, having 
placed them on our agenda. They include several 
questions concerning Germany and the Austrian treaty. These 
questions are not of equal importance. 

The Soviet delegation proposes that first place on the 
conference agenda should be taken by the question of the 
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preparation of the peace treaty with Germany. Since it has 
become clear that there are objections to this, I shall ex- 
pound our reasons in more detail. 

The Soviet Government is of the opinion that the prepara- 
tion of the peace treaty with Germany must not be post- 
poned any longer. Suffice it to say that already over two and 
one-half years have passed since Germany’s capitulation and 
yet the question has not progressed at all. 

We have spent a lot of time on preparing the five 
peace treaties with Germany’s former allies. That work was 
eventually completed, in the main successfully. The peace 
treaties with Italy, Romania, Bulgaria, Hungary and Fin- 
land have already come into force. The perspectives of 
the peaceful development have already opened up be- 
fore the peoples of these countries, which is in accord- 
ance not only with the aspirations of these peoples but 
with the interests of the establishment of a lasting peace 
in Europe. 

Now the time has come to decide the question of the 
peace settlement for Germany. Nobody would understand if 
the Council of Ministers postpones a decision of this question 
and puts it down among secondary matters for our conference. 

Simultaneously, we must also decide the Austrian question. 
That also is one of the tasks of the present session of the 
Foreign Ministers Council. 

We have decided to consider at this session a number of 
questions relating to Germany. They include important ques- 
tions of a current nature. They must be given serious atten- 
tion. But the basic question for Germany is the question of a 
peace treaty. Until the present time, it was difficult to engage 
in preparation of this treaty since the Council has been 
busy with a number of other urgent matters. But on the other 
hand, the pigeonholing of this question is no longer 
permissible. 

The question of a peace treaty with Germany is, as we 
all know, a question of the fate of Germany and at the same 
time a question of the complete establishment of peace in 
Europe. This peace treaty is needed not only by Germany. 
It is needed by all the peoples of Europe and not only of 
Europe. Can one deny that the peoples of Europe want a 
firm peace at long last to be established throughout Europe? 
And that is fully understandable, since without the establish- 
ment of complete peace in Europe, there cannot be lasting 
universal peace. 

Of course, the question of a peace settlement for Germany 
is not a simple one, and during the examination of this ques- 
tion there may be this or that difference of opinion between 
us. But a postponement of the question will certainly not im- 
prove the situation. 

Now in the postwar period, as is well known, differences 
frequently arise on one or another question of international 
significance between the Soviet Union and democratic countries 
friendly to it on the one hand and the United States and 
certain Western European countries on the other. In this 
respect, there is a big difference between what happened dur- 
ing the war and what has happened since the end of the war. 
How are these present differences to be explained? What is 
their basis? 

During the Second World War, Great Britain, the United 
States of America, the Soviet Union and other democratic 
countries created the anti-Hitler coalition and together waged 
a war of liberation against the camp of Fascist states which 
aimed at world domination and the establishment of a Fascist 
system throughout the world, and this struggle united them 
and made it possible successfully to solve many complex prob- 
lems of international significance. 

It is enough to cite such facts as the conferences of the 
three Allied powers in Tehran, Yalta and Potsdam, the 
famous decisions of which went down in the history of the 
peoples as an important contribution. 

The situation changed after the end of the Second World 
War, when it became clear that, in the question of the estab- 


lishment of postwar peace, the previous partners in anti- 
Fascist coalition had different aims. 

It then became clear that some countries were striving for 
a democratic peace—a peace based on the equality of the 
peoples and the recognition of the sovereignty of big and small 
states. Such a peace would make it possible to develop peace- 
ful co-operation between countries despite the differences of 
social system and ideology. The establishment of a democratic 
peace also means that the vanquished countries, too, have the 
right to free democratic development as well as to the full 
restoration of their independence. 

It also became clear then that other countries were striving 
for the establishment not of a democratic but of an imperialist 
peace, re-establishment of which would mean the domination 
of certain strong powers over other nations big and small with- 
out consideration for their rights and national sovereignty. 

It is not difficult to understand that the establishment of an 
imperialist peace inevitably leads to the division of countries 
into two categories: dominating powers on the one hand and 
subject and enslaved countries on the other, and that in turn 
leads to new international conflicts and wars which harbor the 
danger of a third world war. 

The striving for the establishment of an imperialist peace, of 
course, could not but meet with resistance on the part of many 
democratic countries. I do not hide the fact that the Soviet 
Union stands fully on the side of those who strive for the estab- 
lishment of a democratic peace and fights against an imperialist 
peace being foisted on the peoples. An imperialist peace cannot 
be lasting. Only a peace that rests on democratic foundations 
can be lasting. 

From this it is seen wherein lie the divergencies between 
yesterday's Allies. 

This relates also to the question of the peace settlement for 
Germany. 

The peace treaty with Germany must determine the fate of 
Germany for a long period. Naturally the question arises: Will 
this treaty be based on the principles of a democratic peace 
or an imperialist peace? 

For the Soviet Union, which is pursuing the Leninist- 
Stalinist policy of peace, the answer to this question is clear. 
And that answer can only be: The peace treaty with Germany 
must assist the economic restoration of Germany and her 
future restoration as an independent, democratic state. In 
short, the peace treaty with Germany must be founded on 
those principles which formed the basis of Yalta and Potsdam 
conference decisions of the Allied powers on the question 
of Germany. 

On the basis of these decisions, we must insure the de- 
militarization and democratization of Germany and at the 
same time the fulfillment by Germany of her obligations 
to those countries which had suffered from the Hitlerite 
aggression. 

A peace treaty drafted on this basis will make it possible 
for Germany herself, after overcoming the present difficulties, 
firmly to enter the path of economic restoration and of the 
development of Germany as a democratic, peace-loving state. 
The four powers who control present-day Germany bear the 
main responsibility for the correct solution of these problems, 
which are of great importance for the peoples of the whole 
world. 

There is evidently also another plan in relation to Germany 
which aims at preventing economic restoration for fear that 
Germany might become a rival in the European world mar- 
ket. This plan accords with the policy that aims at the eco- 
nomic weakening of Germany and destroying Germany as a 
single state, although this may not be openly stated. 

In such an event, Germany would endeavor to utilize 
those powers that want one or another piece of German 
territory as a base for the development first and foremost 
of a war industry and the reactionary forces of Germany 
as support for a policy that aims at the domination of 
the democratic countries of Europe and is directed against 


DECEMBER 9, 1947 * 37 





the democratic movement in the European countries lib- 
erated from fascism. 

It is clear that in this case, too, this policy is striving to 
establish an imperialistic peace. This plan directed against the 
restoration of Germany as a single democratic state and against 
the vital interests of the German people can assist only the 
reactionary German revanchists who are prepared to take hold 
of the idea of the unification of Germany and exploit it for 
their revanchist aims, dreaming of the restoration of an aggres- 
sive, imperialist Germany. 

Among the democratic countries there ought not to be any 
supporters for such a plan for Germany. Among the demo- 
cratic countries, moreover, there ought not to be any sup- 
porters of a plan that would mean an attempt to exploit one 
or another part of Germany as a military or war-industrial 
base for one or another future military adventure in Europe 
or as support for the reactionary forces of Europe against the 
progressive and democratic forces in Germany and in other 
European countries. 

Only the supporters of an imperialist peace have been sup- 
porting the implementation of such a plan in relation to Ger- 
many, which, however, cannot but meet with resistance on 
part of many democratic countries. Among the consistent op- 
ponents of this plan for Germany naturally is the Soviet Union, 
which has always undeviatingly defended and will continue to 
defend the interests of the establishment of a democratic peace 
in Europe and beyond the bounds of Europe. 

In preparing the peace treaty with Germany, we have to 
decide, first of all, two main questions. The drafting of the 
peace treaty with Germany will be successful if a correct deci- 
sion is made, firstly, on the question of an all-German demo- 
cratic government and, secondly, on the question of the future 
peace conference for the examination of this treaty. 

Of course, there are also other questions in connection with 
the drafting of the peace treaty. But the aforementioned two 
main questions are ef decisive importance. 

We have also a basis on which these questions should be 
decided. 

The Potsdam Conference said outright when the Foreign 
Ministers’ Council was set up that “the Council shall be uti- 
lized for the preparation of a peace settlernent for Germany, 
a corresponding document to be accepted by the government 
of Germany when a government adequate for the purpose is 
established.” 

This document of the Potsdam Conference must be imple- 
mented. The question of the formation of an all-German demo- 
cratic government cannot be postponed any longer. Such a 
postponement would not only harm the German people, but 
also the other peoples of Europe, who are interested in the 
speedy establishment of lasting peace in Europe. 

As ‘far as the peace conference is concerned, we ought now 
to agree on the composition of its participants. Last year at 
the New York session of the Foreign Ministers’ Council, we 
laid it down unanimously which countries should be drawn 
into the preliminary consultations in the drafting of the peace 
treaty with Germany. 

It was then decided that, besides the five great powers, 
the Allied states neighboring on Germany, as well as other 
Allied states that had taken part in the war against Ger- 
many with their armed forces, should be invited to the 
consultations. 

After that, proposals came up that are in complete contra- 
diction to this decision taken by the Council of Foreign Min- 
isters in New York. If we do not wish to disrupt what has 
been agreed upon between us, then we must abide by the 
aforementioned New York decision. And then it would not be 
difficult to decide the question of participation in the consul- 
tations for the drafting of the peace treaty or the question of 
the composition of the peace conference itself. 

All other questions concerning the drafting of the peace 
treaty could be decided without great delay if the afore- 
mentioned two main questions were decided, while without 
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their solution it is impossible to complete the drafting of the 
peace treaty with Germany. | 

All that I have said had the purpose, firstly, to show the 
importance of the decision we took yesterday to discuss the 
question of the peace treaty with Germany, and, secondly, to 
draw the attention of the Council to the main questions arising 
in connection therewith. In view of the importance of the 
matter, the Soviet delegation insists that this question be ex- 
amined as the first of all the questions concerning Germany. 

I remind you that, as far back as April 1946, the Govern- 
ment of the United States of America insisted on the speedy 
drafting of the peace treaty with Germany. The British and 
French delegations also supported this proposal. 

At that time, however, it was impossible to do this, since 
all attention was concentrated on the drafting of the first five 
peace treaties. But now, at the end of 1947, we have every 
possibility fully to occupy ourselves with the drafting of the 
peace treaty with Germany and not to postpone any longer 
this important matter under one pretense or another. 

The Soviet Government believes it necessary to speed up 
the drafting of the peace treaty with Germany and proposes to 


place this question before any other question of the present 


session of the Council. We proceed from the fact that it is 
not only the Soviet Union that is interested in speeding up the 
establishment of peace throughout Europe. Of course, the 
other peoples of Europe, and not only of Europe, are also 
interested in this. 

All this gives me grounds to hope that our proposal will be 
supported also by the other delegations. 


By Secretary Marshall 


Apropos of Mr. Molotov’s statement that he had no oppor- 
tunity to prepare his statement in time to submit it before 
the meeting I wish to say that I am in the same predicament, 
and wrote most of mine while both listening to his talk and 
endeavoring to determine what might best be said. An agreed 
basis for peace is the ardent desire of the whole American 
people and a great objective of the American delegation. 
We want as quickly as possible a German-peace treaty. This 
brings me immediately to the discussion on the order of prior- 
ity for subjects on the agenda. 

The Austrian treaty is not comparable in importance for 
the peace of Europe to the German peace treaty, but, as has 
been fully explained, we are on the verge of completing an 
Austrian treaty. Therefore, we wish to start our deputies with- 
out delay on the consideration of the French proposal to break 
the present deadlock. That can be done, I think, with possibly 
less than 30 minutes delay in our procedure here at this table 
in getting under way with negotiations on the subject of the 
German peace treaty. Now, as to the expression “the German 
peace treaty,” there is no purpose on our part whatsoever to 
shelve this question. Quite the contrary is the case. What we 
are concerned with is the substance and not the shadow. 

Yes, we wish to proceed with the discussion of the German 
peace treaty, but no, we do not wish to absorb our time at 
this critical moment of world unrest with lengthy discussions 
of the final manner of approving such a treaty, but rather we 
desire to enter immediately into a discussion of the basic 
issues involved in the construction of such a treaty. 

I am referring now to the agreed establishment of economic 
and political unity of Germany, without which unity proce- 
dure is putting the cart before the horse. We should establish 
a definite unity of Germany, economically and _ politically, 
before the problem of final treaty procedure is undertaken, 
with this understanding: The United States delegation is 
ready, after prompt reference of the Austrian treaty prob- 
lem to the deputies, to accept the Soviet proposal to pro- 
ceed to a discussion of treaty procedure rather than to 
continue in the present stalemate. But it should be under- 
stood by my colleagues that we regard this as reversing the 








i 
¥ 
: 
' 
j 


ee se 


<< = ery 








Aen ON 


ah WANE Se 


a a 











normal and logical order of discussion in order to reach 
an early and generally acceptable solution. There must, how- 
ever, immediately follow a discussion of economic and po- 
litical unity of Germany. 

Mr. Molotov has just referred to imperialistic designs and 
creation of slave states, etc. I see no point to the repetition of 
these allegations when we are earnestly desirous of getting to 
the business toward the early settlement of a sound basis for 

eace. 
: Whatever he may say, I would remain convinced that the 
Soviet delegate does not really believe his allegations. 

I am not interested in discussions involving use of terms for 
purposes quite foreign to our task, to our responsibilities at 
this table. 

Let us get down to work and drop this business of alleging 
evil motives which are figments of propaganda, not of the 
mind, and logically endeavor to reach an agreement for the 
benefit of the entire world. 

We need to promote tranquility instead of bitterness and 
misunderstanding. 





By Secretary Marshall 


At the Moscow session, the United States proposed the crea- 
tion of a special boundary commission which, under the 
direction of the deputies, would consider and make recom- 
mendations to the Council concerning the Polish-German 
frontier. On the suggestion of other members of the Council, 
the United States is willing to enlarge the scope of this work, 
which could still be undertaken, under the direction of the 
deputies, to include a study of all frontier proposals. 

With regard to the Saar, the United States supports the 
claim of France to the economic integration of the Saar terri- 
tory. The political status of the Saar should he based, we think, 
on the principle of political autonomy and local self-govern- 
ment. I urge that at this session we approve the French pro- 
posal of economic integration of the Saar territory into that of 
France. After this, the details, including territorial limits, can 
be worked out. 

With regard to the Polish-German frontier, the starting 
point for our consideration must be the Potsdam protocol, 
which provided that “the final delimitation of the western 
frontier of Poland should await the peace settlement.” 

Mr>Molotov presented the view that the decision regarding 
the western frontier has been taken. That is clearly not the 
case as the quotation just referred to indicates. A just settle- 
ment of this frontier, as I stated at our meeting in Moscow on 
April 9, 1947, requires that we give careful consideration to 
the needs of the populations which will be directly affected, 
and keep equally in mind the importance of this frontier for 
the economic and political stability of Europe. 

No line, however carefully drawn, can entirely satisfy the 
desires and aspirations of all the peoples concerned. We must 
take the broader view and seek to establish a frontier which 
reduces Irredentist sentiment to a minimum and promises to 
be lasting. At the same time, the frontier should not be 
permitted to become a barrier to economic and cultural inter- 
course. We believe that frontiers between nations should cease 
to divide and embitter, and in drawing new frontiers, we 
should promote this objective. 

I believe such a frontier is possible between Poland and 
Germany. Poland is justly entitled to compensation for her 
wartime losses, and the United States Government wishes to 
honor this obligation. We must bear in mind that much of the 
territory now under Polish administration has long been Ger- 
man and contains agricultural resources of vital importance 
to the German and European economy. 

In seeking to create a democratic and peaceful German 
state, we must avoid a decision which would deny hope 
to the moderate forces within Germany and, by violating 
the principles of the Atlantic Charter to which we have 


all agreed, would fail to win approval in the court of en- 
lightened world opinion. In considering cessions of territory 
to Poland, we should also make provision for insuring that 
the key industrial resources situated in these territories be 
made available to the economy of Europe, including Poland 
and Germany. 

We will have before us also consideration of a proposal by 
nations neighboring Germany for minor rectifications. 

To reach in a fair and equitable manner decisions regard- 
ing all boundary claims affecting Germany, the United States 
recommends the constitution of one or more boundary com- 
missions. Such commissions should be composed of representa- 
tives of the four powers and interested states and would work 
under the direction of the deputies. They should have au- 
thority to investigate the merits of boundary proposals and to 
submit recommendations thereon to the Council of Foreign 
Ministers. 

I am not prepared this afternoon to enter into a detailed 
discussion regarding the statement made by Mr. Bevin with 
certain recommendations as to the German peace treaty, nor 
am I prepared to discuss either in detail or in any general 
way the proposal just put forward by Mr. Molotov for the 
Soviet delegation. 

I might say this, however, that the British proposal sub- 
mitted at Moscow, and I do not believe changed since then, 
while it gives more of a central organization for Germany 
than the proposal of the United States delegation and still 
more than that, I believe, proposed by the French delegation, 
it is in general detail very much in accord with the United 
States proposal, and I think we can easily accept it in part, 
subject to modifications as to detail either by the deputies or 
the Allied Control Council. 

More tentatively, I will make these comments regarding 
the proposal just submitted by Mr. Molotov for the Soviet 
delegation. I believe the first proposal, “No. 1—to recognize 
that the formation, etc., of a democratic government”—I think 
we are in accord with that quite definitely. The second pro- 
posal, “No. 2—to establish that at a peace conference the Ger- 
man government will be given opportunity, etc.,” involves the 
question of procedure of timing, in the main which I think it 
will not be too difficult to resolve and I will undertake to dis- 
cuss it later. 

The third proposal, labeled “No, 3—that the peace treaty 
should be signed by a German government etc.”—I think we 
are in accord with that. The fourth proposal requires much 
more analysis and discussion. I think there is some difference 
regarding the nations as listed by Mr. Molotov, and there is a 
very great difference from the United States point of view as 
to those nations who declared war on Germany but are not 
represented in this proposal whatsoever. I will undertake later 
to make a formal reply both to Mr. Bevin’s proposals and to 
Mr. Molotov’s proposals. 

At the moment, I have only the following to add. The 
United States delegation considers that the establishment of a 
German government is an urgent necessity. I am repeating 
what I have said several times before. We have, I think, 
actually taken the lead in this regard. 

More than two years ago, Mr. Byrnes at Stuttgart de- 
clared that the United States favored the establishment of 
a provisional government for Germany. In the course of 
the Moscow session of the Council of Foreign Ministers, I 
made a statement on March 22 proposing the establishment 
of a provisional German government and suggested a method 
for the preparation of a German constitution under which 
permanent government organization of the German state 
could be accomplished. Other delegations likewise made 
proposals on this subject. 

After exhaustive debate, the Council was unable to reach an 
agreement, a state of affairs which was very much regretted 
by the United States Government. We earnestly and most 
sincerely desire to see a democratic government established in 
Germany at the earliest possible moment. 
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Snag in Finance Plan 
- For Japanese Trade 


Inside view in London is that Rus- 
sia’s Molotov has instructions to make 
as few concessions as possible at the 
Foreign Ministers Conference, but to 
avoid breaking off the negotiations. 
The U. S. delegation is convinced that 
Russia really fears the strength of a 
separate Western Germany. 


oo 90 


France’s Foreign Minister Bidault 
has become strongly anti-Soviet. One 
reason is that he has never forgiven a 
slight shown him in toasts at a ban- 
quet in the Kremlin during last win- 
ter’s meeting of the Foreign Ministers. 
He is asking friends how Molotov can 
shake his hand while Russia’s Politburo 
strikes at the Government of France. 


oo Oo 


The idea of setting up a revolving 
fund to finance Japan’s imports and ex- 
ports has hit a snag. There is a legal 
question whether occupation officials 
can use $137 million in Japanese gold 
and silver as collateral for private 
loans to create such a fund. Private 
American bankers are awaiting a deci- 
sion before they undertake any com- 
mitment for revolving fund loans. 


oo 9 


The prospects are that a new pro- 
gram for American aid to China will 
contain some very exacting require- 
ments. The money, if voted, probably 
will be used to furnish food and 
critically needed raw materials for in- 
dustry. A provision will be attached 
giving the United States the right to 
supervise strictly the delivery of such 
aid and its distribution once it gets in- 
side the country. 


oo («8 


The U.S. State Department wants 
to outlaw cartels from any participa- 
-tion in American aid under the Mar- 
shall Plan. If the Department has its 
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Prime Minister Nehru 
Losing Ground in India 


way, specific clauses to that effect will 
be written into all aid agreements 
with the 16 countries of Western 
Europe. 


oo °9O 


Some Americans in London criticize 
Britain’s Ernest Bevin for not standing 
up to Molotov more. His private reply 
is that he does not intend to give Rus- 
sia a propaganda weapon in Germany 
by rejecting all Moscow proposals 
without suggesting alternatives that 
will appeal to the Germans. 


o 0 9 


The Jewish Agency for Palestine al- . 


ready has started recruiting special- 
ized talent in the United States for the 
civil service it hopes to set up in Jew- 
ish Palestine, once the country ac- 
tually is partitioned. First steps have 
been taken to train a diplomatic corps. 


o 0 90 


Prime Minister Pandit Jawaharlal 
Nehru is losing political strength in 
India. Officials in Washington would 
not be surprised to see him replaced 
before long. Nehru is being criticized 
inside his own Government for not 
taking firmer action during the trouble 
in the Punjab. V. J. Patel, Home Min- 
ister and Minister of Information, is 
being mentioned as Nehru’s successor. 


oo 90 


The American program for talking 
back to Communist propaganda in oc- 
cupied Germany is having trouble 
making headway. The real reason is 
that no definite program had been laid 
out before the start of the campaign 
was announced. Now staffs are work- 
ing day and night to catch up; to de- 
velop a technique for the attack. 


Cut in British Troops 
In Occupied Germany 


Some of the United States experts 
in London are saying that, in a hard 
bargain, the Western Allies could af- 
ford to pay Russia reparations out of 
current output in Germany, providing 
Russia would be willing to forego 
any direct part in the administration 
of the Ruhr. Such a deal is only in 
the “talk” stage among Western ad- 
visers, however. The idea has not been 
brought out into the open at the Con- 
ference. 


o 0 90 


Russia has done what the U.S. 
Army did not do—organized collec- 
tions of scrap metal in its occupation 
zones of Germany and Austria. As a 
result, the Russians now are offering 
for sale a million tons of scarce scrap 
in Austria alone. They hope to make 
$30 million on the sale. 


o oo 9 


Argentina’s President Juan D. Perén 
is flirting with the idea of inviting 
wider political support for his Admin- 
istration before the congressional elec- 
tions that will be held next March. 
Peron has been holding secret con- 
versations with members of the op- 
position Radical Party. 


o 90 Oo 


Political bickerings among Germans 
in the bi-zonal administration at 
Frankfurt is hampering operations so 
badly that Gen. Lucius D. Clay, U. S. 
Military Governor, is sending one of 
his specialists to try to straighten out 
the situation. Some firings may result. 


o 9o Oo 


Because of financial worries, Britain 
has cut down the size of its occupation 
force in Germany. Although figures 
have not been made public, British 
troops now outnumber only slightly 
the 117,000-man occupation force of 
the United States. 
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